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I ESCRIPT THE INDUSTRY 


A study of the financial history of the companies pro- 
ducing illuminating gas in and about Boston is a very inter- 
esting one, showing as it does the effects of competition in 
an industry in which every condition seems to favor a monopoly; 
the efforts of a legislative body to regulate the issue of se- 
curities of 4 corporation and the price that it might charge for 
its product; and the final consolidation of the competing com 
panies under the management of an unincorporated association. 
or “"truste" 

The production of gas requires a very large investment of 
capitale Hxtensive plants are required, an intricate system of 
street mains and service pipes must be laid, and meters and other 
costly equipment must be providede The actual production of 
artificial illuminating gas is an interesting processe Gen=« 
erally speaking, there are three kinds of artificial gas in 
common use; coal gas, oil gas and water gase 

Coal gas is produced by the distillation of bituminous 
coal in closed retortse These retorts, built of fire-clay, and 
usually of an oval or D-shaped section, are arranged in a fur- 
nace heated by coke, and known as a "bench". A bench may con- 
sist of from one to seven retorts, and a group of benches 
placed in the same building is known as a "battery" or "stack*". 
Into these retorts, which are maintained at a heat between white 


and cherry, the coal is charged at fixed intervals of about 
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four hours, By this “cooking”, or heating, two-fifths of the 
weight of the coal is converted into products. which, at the 
temperature of the retort, are vapors, and the remaining three- 
fifths are left as a porous mass JImown as coke, This material 
is removed from the retort, quenched with water, and is either 
sold or later used to reheat the bench, The vapors given off 
in the retort are removed by vertical pipes rising from one 
end and passing up to a hydraulic main placed horizontally 
above the bench, In this hydraulic main a part of the vapor 

is condensed to liquid form. This liquor, consisting partly 
of water and partly of tar, is drained, and the gas leaves the 
main somewhat dryer, but still containing a large amount of 
condensible matter. 

From the hydraulic main the gas is led to a “condenser” 
where it passes through long series of pipes exposed to the air 
or surrounded by water, where the temperature of the gas is 
greatly reduced. By means of this cooling process more of the 
condensible matter is removed, This consists mostly of tar, 
which is drained into a cistern and is sold as a by=product, 
The gas, or vapor, next goes through an exhauster, an appliance 
whose object it is to relieve the pressure of the retorts 
which would be formed by the friction of the gas in the pipes 
and apparatus. The exhauster, run by steam, draws the gas 
from the retorts, and forces it into the apparatus beyond, 
Although freed from liquid impurities, the gas still contains 
ammonia and various gaseous sulphur compounds which must be 
removed before it is commercially pure. The removal of the 


ammonia is accomplished by washing with water. There are a 


variety of methods used, the object being to expose as great 
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a surface of water to the action of the gas as is possible. The 
water, after having absorbed the ammonia, is combined with the 
ratery product of the hydraulic main and is known as ammoniacal 
liquor. This, when properly treated, produces the greater part 
of commercial ammonia, 

To remove the sulphur compounds only two substances 
are commonly used, moist lime and moist oxide of iron. These 
are so arranged in iron vessels that the gas passed through 
them, and the sulphur compounds are absorbed by the purify- 
ing material. From the purifier the gas passes through the sta- 
tion meter where it is measured, then to the holder where it is 
stored for use. From there it is sent through the street mains 
to the consumers, 

The process of manufacturing oil-gas is similiar to 
that used im making coal-gas, the chief difference being in 
the material used which is either petroleum or some of its pro- 
ducts. These are distilled in iron retorts, and the vapors 
produced are usually pure enough after washing to pass direct 
into the holders, This gas has a very high illuminating power, 
but is liable to smoke when burned, and is generally diluted 
with air before being delivered to the comsumer, 

The manufacture of waterkggas is on a different prin- 
ciple entirely. The basis of this process lies in the fact 
that when live steam is passed through a bed of red-hot carbon 
decomposition takes place. Two gases, carbonic acid and hydro- 
gen ere produced in nearly equel quantities, together with a 


small amount of corbonic acid, These two gases are combustible, 


but give a non-luminous flame, In order to make illuminating Gan 
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this vapor must be mixed with naphtha gas, There are various 
forms of water-gas apparatus in use, but all are built on the 
same general principle. In a boiler-like vessel or "generator", 
which is lined with fire-brick, a fire of anthracite is built, 
and is blown up by a blast of air until it is a bright red. 
The products of the combustion and the hot air are blown into 
a second vessel similiar to the generator, but filled with 
fire=-brick in such a way as to leave spaces for the free cir= 
culation of the gases, This vessel is called the "super-heat- 
erY and is heated by the gases blovm in from the generator, 
which after passing through the super=heater go to the chin- 
neye 
When the fire in the generator is hot enough, the 
valve between the super=heater and the chimney is closed, and 
a valve opening into the washer, previously kept closed, is 
opened, Super-heated steam is blown through the bed of Blene 
ing cosls in the generator and decomposed, The gases thus 
formed pass into the superheater where they are combined with 
naphtha vapor and carried through the openings in the hot 
fire-brick. By this means the vapor is converted into a per- 
manent gas, After 2a process of washing and purification sin- 
iliar to that to whieh coalegas is subjected the finished pro- 
duet is pasced into the holders, and is ready for the consumer. 
The fire in the generator is gradually cooled by the action 
of the steam, and, after a certain period, the valve opening 
into the washer is closed and the naphtha’ is shut. off, The 
valve between the chimney and the superg-heater is opened and 


air is blovm into the generator instead of steam until the coal 


is again burning brightly and the super-heater is hot, when the 
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(1) manufacturing of gas is again resumed, 


(1). From Report of Mass. Board of Gas Commissioners, 1886, pg. 12. 


THE FINANCIAL POSITION OF THE BOSTON GAS COMPANINS IN 1885, 


In January 1885 there were in operation in Boston six 
gas companies, each supplying its om district without competi- 
tion of any kind. Each company had been in business for many 
years, was conservatively capitalized, well managed, and was 


on a satisfactory dividend basis. 


Se ETS ee 


Assessed 

ame Organized Capital Valuation, 
Boston Gas Light Co. 1823 $2,500,000. $4,124,900. 
Brookline Gas Light Co. 1853 350,000. 314,800. 
Dorchester Gas Light Co, 1854 400,000. 498,200. 
Jamaica Plain Gas Light Co.1855 200,000. 174,500. 
Roxbury Gas Light Co. Leépe 600,000, 602,000, 
South Boston Gas Light Co. 1852 440,000, 391,800. 


The Boston company was organized under 


authority of 


Chapter 41, Acts of 1823, by William Prescott, Alex Parris, 
Bryant P. Tilden, Nathan Hale and John C, Gray. In 1885 it 
wes furnishing gas to consumers at $1.50 per thousand feet, 
and paying 10% per year in dividends to its stockholders, 
Its stock, which consisted of 5,000 shares of a par value of 
500.00, was quoted around $750.00, and was closely held by 
many of the best families of Boston. "The attitude of the 
holders of this stock seemed to be that it was a legacy to 
be handed down from one generation of Boston's aristocracy 


to the next." The financial position of the company is 
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indicated by its Balance Sheet as of June 50, 1886:- 
PREG UGis-osisiesie.t.¢.0.0.c0 aisieiea coo gous ~a00., 
Liabilitiosscscsccsscssees 65,217, 
ROSOTVEScccccccccccccsscce 250,491, 


DUE DLUS . gecsiacaeaced ¢eaeea 156,092, 


The Brookline company's stock was divided into 3500 
shares of $100.00 each, and was selling slightly above par. 
This company paid a 6% dividend for the year of 1886, and 
was selling gas to consumers in the towns of Brookline and 
Brighton for $2.25 per thousand feet. Its Balance Sheet of 
June 30, 1886 showed assets of $450,993.00, and liabilities 
of $57,338.00, leaving a surplus of $25,655.00. 

The Dorchester, Jamaica Plain, Roxbury end South Bos- 
ton companies, owing to the more sparsely settled condition 
of the territory which they supplied, were foreed to charge a 
higher price for their gas to cover the higher cost of dis-~ 
tribution, the consumers in Roxbury paying $1.75, in South 
Boston $2.00, and in Dorchester and Jamaica Plain $2.50 per 
thousand fect for their gas, The Dorchester company was paying 
a 67% dividend, and its: stock was selling for about 102. Its: 
Balance Sheet showed assets of $520,498.00, liabilities of only 
39,445.00, and a surplus of $111,053.00. These figures show 
that the company was conservatively managed, and that it was 
in a position to pay larger dividends if its directors so de- 
sired. 


The Jamaica Plain company in 1886 paid an 8% dividend 
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on its 2000 shares of stock, which was quoted on the Boston 
exchange at 150 to 135 per share. The company's assets, as 
reported to the Massachusetts Board of Gas Commissioners, were 
valued at $283,172.00, its liabilities were $40,000.00, leaving 
a surplus of $43,172.00. 

The Roxbury Company was in a very strong financial con- 
dition, with assets of $961,416.00, reserves of $115,000.00, 
and liabilities of $3,626.00. This company had accumulated a 
surplus of $242,790.00 The 600,000. capital stock was divided 
into $100.00 shares, and was seldom offered for sale, although 
a few sales were reported on the exchange during 1885-6 at 165 
to 170. The company paid dividends in 1886 amounting to 10%. 

The dividends of the South Boston Company were on a 
% basis, Its report to the Gas Commission for 1886 showed 
assets of $510,297.00, liabilities of $40,520, and a surplus 
of $29,767.00. Its stock was of a par value of $100.00, and 
was selling around 110, 

such was the position of the Boston gas companies afe 
ter years of separate existence, during which there had been 
no competition between the companies, and apparently no sug-= 
gestion of a consolidation, True, the charter of the Bos» 
ton company gave it the right to lay pipes and to do business 
in Roxbury and Dorchester, but it had made no move to avail 
itself of the privilege. Probably the remarkable experience 
of the gas companies of London some years previous had shown 
its management the evils of competition and of the excessive 
capitalization needed to duplicate plants in the gas business, 
Prior to 1860 there were thirteen companies suppers gas in 
the city of London, each having a considerable amount of cap= 


ital outstanding. Competition was vigorous, mains were laid 
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side by side in the same streets; the pines of one company were 
often to supply customers of another company; and each company, 
of course, refused to take the responsibility for the frequent 


as 


leaks in the streets, Although prices were high the companies 
were able to pay only a small dividend or none at all, The 
service was poor, and conditions were generally unsatisfactory. 
In 1860, these companies agreed to confine themselves to dis- 
tinet districts, and a little later they were combined into the 
three companies which now supply the city, each company be- 

ing limited by law to a certain section of the city, ‘This ar- 
- rangement has proved to be more advantageous to the consumer 
and to the companies, and has resulted in a condition very 
Similiar to that which existed in Boston in 1885, where each 
company confined itself to a certain district, and was enabled 
to render satisfactory service and to pay dividends to its 
stockholders without requiring an excessive investment of cap- 


ital. 
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THE BEGINNING OF COMPETITION--FORMATION OF THE BAY STATE GAS 00. 


The substantial condition and the satisfactory earnings 
or the Boston gas companies attracted the attention of capital- 
ists throughout the country, and it was only to be expected that 
sooner or later some of them would attempt to enter the field. 

In September 1884 there was organized in Boston @ rival 
company called the Consumers' Gas Company, with an authorized 
capital stock of $500,000. ‘This company applied to the Board of 
Aldermen for the right to open streets and to lay pipes in the 
city proper in competition with the Boston Gas Light Company. 

In spite of the fact that the old company was giving satisfactory 
service at a reasonable price, the Aldermen granted the permit, 
but it was vetoed by Mayor Martin, and the company never began 
business, 

Another disturbing element, however, had already entered 
the Boston gas field. On December 2, 1884, J. Edward Addicks of 
Philadelphia, and W. E. L. Dillaway of Boston filed a certificate 
of organization of the Bay State Gas Company of Massachusetts, 
Mr, Addicks had formerly been a flour salesman of Philadelphia, 
and had become interested in the gas business through his owner- 
Ship of about $310,000. of the stock of one of the Chicago gas 
gempenies at a time when @ group of Philadelphia capitalists were 


trying to get control of the business in Chicago. It is said 


(1). Prom the Argument of Geo. A. Bruce, Esq. against the increase 


of Capital Stock of the Bay State Gas Co, 4/8/87. 
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that Addicks demanded and received $300,000, for this stock, 

He then obtained an interest in an invention for the 
manufacturing of water-gas, and conceived the idea of forming 
a wateregas company in Boston, Accordinly, the Bay State Gas 
Company of Massachusetts was organized with a capital stock of 
$500,000.00, the largest amownt allowed without a special act 
of the Legislature, Early in 1885 the company applied to the Al- 
dermen for permission to open the streets and to lay pipes. 

This was granted on February 9th, 1885, after a hard fight, by 
a vote of seven to five, and provided for permission to lay 
pipes "in every street, lane and highway in which gas pipes 
are now laid"; in other words, to parallel the mains of every 
company then doing business in Boston, 

The company obtained a piece of land at Calf Pasture, 
and the construction of the Bay State plant was begun, Of course, 
a gas plant of suitable size could not be built on a $500,000 
capital, and apparently the organizers did not wish to petition 
the Legislature for a special charter, so a shrewd plan was made 
to overcome the difficulty, On March 11, 1885 the company en- 
tered into a contract with Mr. Addicks, who owned all of its 
stock except a few shares needed for organization, to build 
its entire plant for $5,000,000. The Beacon Construction Co., 
Ltd. was then formed under. the laws of Pennsylvania with a cap- 
ital stock of $1,500,000 to take over the contract. The certif- 
ieate of organization of that company shows the following sub- 
scribers:-= 


J. Hdward Addicks gl,498,000,00 


W. Harry Miller 1,000.00 
G. H. Christain 1,000,900 


Total $1,500,000.00 
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Addicks' subscription consisted merely of his contract with the 
Bay State Gas Company for the construction of its plant. The 
Bay State Company then filed a petition with the Massachusetts 
Legislature for a right to increase its capital to $5,000,000, 
an amount exceeding by $500,000 the combined capital of the six 
old companies, This petition drew forth a spirited protest from 
the citizens of Boston, who declared that the burden of support- 
ing the additional capital would sooner or later be detrimental 

aa to the interests of the consumers, and it was refused by the 
Legislature. In order to evade this action, and to raise the 
necessary capital, the Bay State Gas Company of Massachusetts 
issued an income bond of $4,500,000. to the Bay State Gas Com- 
pany, Ltd., a new corporation formed under Pennsylvania laws 

cat "for the sole purpose of holding in its treasury the securities 

: of the Bay State Gas Company of Massachusetts." By the terms 
of this obligation, interest must be paid as often as once in 
each and every six months from its date, at a rate equal to 
nine-tenths of the net profits of the Bay State Gas Company of 
Massachusetts, The bond was payable in cash in ninety-nine years, 
or in stock of the Massachusetts company, if the Legislature ever 
authorized an additional issue. The capital stock of the Mass- 
achusetts company, formerly held by Addicks, was also made over 


to the Pennsylvania company. 


(1) From the Argument of Geo. Ay Bruce, Esq., against the pro- 
posed increase of stock, 


(2) From Prospectus of Bay State Gas Co. Ltd. 
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The Beacon Construction Company then offered to the pub-= 
lie the stock of this new Pennsylvania company, which consisted 
of $3,000,000 common, and $2,000,000 7% non-cumuletive preferred, 
redeemable at par at the end of ten years, on the following basis; 
for each share of preferred stock subscribed for at par the sub- 
seriber would have the right to buy one share of common at 50, 
By this arrangement money was raised to start the construction 
of the plant at Calf Pasture, On June 30, 1887, the company 


presented the following Balance Sheet:-= 


Assets Liabilities 
Real Estate $ 76,000.00 Capital Stock $500,000.00 
Mchy.,Mains, Surplus (*) 376,956.16 
and Bldgs. 500,000.00 
Notes Receivable 50,956.16 
Patent Rights 250 000,00 ab ; 
$876,956.16 $876,956.16 


(*) There was, of course, a liability on the income bond 
mentioned above, The company has apparently taken on 
the books some of the assets acquired by means of this 
bond, and neglected to take on any part of the bond as 
a liability until the works were completed. 

This form of financing was severely attacked by the Mass 
achusetts Gas Commissioners, and the company was later forced to 
cancel the bond, 

Addicks then set out to purchase the Boston, Roxbury and 
South Boston comapnies, At a dinner at the Somerset Club at 
Which the principal stockholécrs of those companies were present, 
he thus outlined his plan:= "Gentlemen, you have three great gas 
companies now supplying your city, the Boston, Roxbury, and South 
Boston companies. Thsy are worth at the present time about five 
million dollars, I am going to buy them, and spend three or four 
millions more on a new company; then I shall consolidate the four 


and change them from coal to wateregas companies, and will sell 


gas to the consumers for less than they now pay.” 
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It 1s said that he then offered $1,000. per share for the stock 
of the Boston company. 

The holders of the stocks were not anxious to sell. The 
properties had been held by them or by their families for many 
years, and were well paying investments. Mr. Addicks had to bid 
high. The price of the Boston Gas stock, quoted at 745 in Jan- 
uary 1885, rose rapidly. In January 1886 it stood at 815, the 
following July at 890, and a year later, in August 1887, it 
touched the high mark of $1,020. per share. During the year 
1888 it rose still further until in December it stood at $1,100, 
and in March 1889, when control of the company was probably ob- 
tained by Addicks, $1,250 per share was asked. The stocks of 
the other companies also went up.in a lesser degree, Mr, Ad- 
dicks contracted with the owners of these stoeks for the pur- 
chase of them at various prices, One of the stockholders estimated 
that the average price paid. tor the control of the Boston com- 
pany was about $1,000. per share, of the Roxbury company about 
$200, and of the South Boston company between 3110 and £120, 
Control of the Dorchester company was also purchased, probably 
at about 110. At these figures, the total cost of the stocks 
acquired was about $7,000,000. 

After the Bay State interests had contracted for the 
control of the Boston gas companies they proceeded to close down 
the works of the old companies, one by one, and to supply gas 
to them from the new plant of the bay State Gas Company of Mass- 
achusetts. In order to pay for the stocks, the purchase agree= 
ments were assigned by Addicks and Dillaway to the Bay State Gags 


Company of New Jersey, a new company formed under the laws of that 
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state for the sole purpose of holding these stocks, The New Jer- 
sey company was capitalized at $1,000,000, divided into 10,000 
ghares of $100.00 each. Still another company was formed, called 
the Bay State Gas Company of Delaware, which in turn held the 
entire capital stock of the Bay State Gas Company of New Jer 
sey. The entire capital stock and the $4,500,000 bond of the 
Bay State Gas Company of Massachusetts were also sold to the 
Delaware company by the Bay State Gas Company, Ltd. of Pennsyl- 
vania. The Delaware company then issued its capital stock to 
the amount of 5,000,000, and 7> income bonds amounting to 
2,000,000 more, of which $33,000,000 of the stock and the entire 
a $2,000,000 were paid for the securities of the Bay State of Mass- 
achusetts. 

The Bay State Gas Company of New Jersey issued two series 
of bonds Imown as the Boston United Gas Bonds, secured by the 
deposit of the stocks of the four operating companies with the 
Mereantile Trust Company of New York, The trust agreement pro- 
vided that, for the deposit of 4800 shares of Boston Gas Light 
stock, 5800 shares of Roxbury stock, and 3900 shares of South 
Boston stock owned by the New Jersey company, and also of 19,993 
shares of Bay State of Massachusetts stock owned by the Bay State 
of Delaware, first series bonds should be issued to the amount 
of (37,000,000, and second series bonds to the amount of (3,000,0M. 
Of the first series 6,600,000 were to be issued at once, and the 


balance when Addicks and Dillaway paid in cash to the Trust Company 


(1). From "Boston Gag and New England Coke” by T. ’. Lawson, 
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$322,380.00. This sum was to be revaid as follows:- For each 
additional share of Boston stock deposited, $1,200; for each 
share of Roxbury stock, $200; and for each share of South Bos- 
ton stock, $110. - The balance of this cash was to be held mean- 
while against the trust, A Sinking fund of 1% per year was pro- 
vided for, beginning Januery 1, 1894, to be used to repurchase 
outstanding bonds, It was provided that the Trust Company must. 
vote the stock and elect the officers of the operating companies 
as directec by the president of the Bay State Gas Company of New 
Jersey.(Mr. Addicks) until a default occured, then, unless the 
owners of one-third in value of the outstanding bonds expressed 
a choice in writing, the Trust Company could vote the stock as 
it chose. This provision had an important bearing on the later 
history of the companies, The issue of an additional 72,000,000 
first series bonds was provided for after July 1, 1890, whenever 
by reason of improvements the valuation of any of the four con- 
panies should warrant it. Accordingly, in May 1892, addition- 
al bonds to the amount of ‘}435,000 were issued, and in December 
1893 $265,000 more. The Delaware Company, in consideration of 
its ownership of the Bay State Company of New Jersey, forever 
guaranteed to make good any deficit in the earnings of the oper- 
ating companies up to the amcunt necessary to pay to interest on 
the Boston United Gas Bonds, 

On June 10, 1893 the Massachusetts Legislature, in re-= 


Sponse to repeated requests by the Gas Commissioners, passed the 


(2) 


Lyford Act, which provided "that the charter of the Bay State 
e “rom the Trust Agreement. 


(2). Chapter 474, Acts of 1895, 
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Gags Company was annulled unless it should cause to be cancelled 
its bond for $4,500,000, dated March 11, 1885." The Gas Commiss- 
ion looked upon this bond as a wilful,.evasion of the law which 
gave them supervision of the amount of capital stock issued by 
gas companies in Massachusetts. The Lyford Act further provided 
that the company might, to secure the cancellation of this ob- 
ligation, issue to its holders stock to an amount equal to the 
excess of the actual market value of its property over $500,000, 
not including any value for the franchise, 

The Supreme Judicial Court appointed Messrs. George 0. 
Shattuck, Thomas L. Livermore and Otis Kimbell as an appraisal 
committee, They reported on October 30, 1893 that the actual ~ 
market value of the property was about $2,000,000. Accordingly, 
the stockholders voted on November 27th to increase the capital 
stock of the company from $500,000 to 32,000,000. The certif- 
icates, when issued, were deposited with the Mercantile Trust. 
Company under the trust agreement, and additional bonds of the 
first serics were issued to the Bay State Gas Company of Dela- 
ware, which had ovmed the cancelled bond. This brought the total 
of the first series bonds up to $9,000,000, meking the total 
bonds of both series outstanding $12,000,000, the full amount 
authorized, These were secured by the deposit of the follow- 


ing stocks:- 


Stock of Total Deposited Far value 
Outstanding ei. 

Boston Gas Light Co. 5.000 shrg. 4,994 shrs. $2,497,000 

Bay State of Mass. 26,000". 13.995 1,999,300 

Roxbury Gas Licht Co, 6,000 " 6.993 dy 599 - 300 

So. BostonGas Light Co. 4.400 ” 4,383 ™ ‘438° 300 
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(1) 


Referring to this transaction, Receiver George W. Pepper 
said some years later that "the officers of the Delaware company 
gave away the assets of the company without the consent of the ; 
stockholders, Without the interest on the $4,500,000 bond(which, 
according to the agreement, was to be at a rate equal to nine- 
tenths of the net profits of the Bay State Gas Company of Mass- 
Seuaactes) the Delaware company could not hope to be able to pay 
interest on its own income bonds. As the Boston United Gas Bonds 
were Obligations of the Bay State of New Jersey, and as the Del- 
aware company owned the lew Jersey company, it merely received 
its own promises to pay. In exchange it gave up the $4,500,000 
bond, and did not receive the $1,500,000 stock issued.” 

From 1889 to 1893 the Boston, Roxbury, South Boston and 
Dorchester companies did a satisfactory business, the dividends 
of the first three, together with those of the Bay State of Mass-— 
achusetts, being sufficient to pay the interest of the Boston 
United Gas Bonds, The Boston company was charging $1.25 per thovw- 
and feet to consumers, which price gave them a substantial mar- 
gin of profit. In order to get as large a share as possible of 
this profit into the treasury of the Delaware company without a- 
rousing demands for cheaper gas by the declaration of large div- 
idends, various schemes were put into effect. The Boston company 
bought gas at 31,00 per thousand feet from the Bay State Gas Com- 


pany, also paid $100,000 per year for rental of mains which orig- 


(1). From Bill of Complaint filed in equity by Geo. W. Pepper, 
Receiver of the Bay State Gas Co. of Delaware. 
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(1) 


inally cost only $200,000 to construct, and contracted for its 
entire supply of coal and nephthe through the Bay State company 
at enormous prices. 

In answer to 2 request from the Legislature for inform- 
ation regarding the Boston Gas Light Company, the Gas Commission, 
after a careful investigation, reported that during the years 
1890 and 1891 the Boston company purchased from the Bay State Gas 
Company of Massachusetts 1,080,095,000 cu. ft. of gas at $1.00 
per thousand, which gas the Boston company could have manufactured 
at its own plant for about fifty-five cents, In reply to the di- 
rect question as to whether the surplus earnings of the Boston 
company had been diverted into the treasury of the Delaware com- 
pany, the Board replied, "As the earnings of the Bay State Gas 
Company of Massachusetts are derived almost exclusively from its 
transactions with the Boston company, it is fair to say that 
practically its entire profits are from the earnings of the latter 
company, ive have therefore endeavored to answer the inquiry by 
ascertaining what portion of these profitshas been paid to the 
Delaware company. As owner of the 34,500,000 income bond of the 
Massachusetts company the Delaware company has received the fol- 
Lowing interest: - . ; 

Jan, 2, 1890 %90;000, Juné 15; 1891 $135;000. 
Cewoo,  ” 90,000. Oete 252 °°" 67,5006 
Mer. Ve2veo | 135,000. Dee. 2a.;. © 67,5006 
Aprii.2g, “ 90,000. Mar, 4, 1892 112,500. 


Total “ZS; 500, 


(1). From letter of Board of Gas and Electric Light Commission 
to the Legislature, dated 3/25/92, 
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‘In the Spring of 1890, the Boston Gas Light Company be- 
gan to buy its coal from the Bay State company at an increase over 
the market price, thereby adding for the year ended June 30, 1891 
about $33,700. to its cost, or about four cents per thousand feet 
to the cost of the gas at the holder,” 

The Board estimated that the Boston company could sell 
gas at $1.00 and pay 8% dividends after providing for renewals 
and extensions, 

| The people of Boston were thoroughly aroused by this re- 
port, and under the leadership of Mayor Matthews demanded $1.00 
gas from the Addicks companies, The officers of the companies 
claimed that they could not furnish gas at that price, but on 
June 4, 1892 the Boston company reduced its price to $1.20, after 
several of its consumers had petitioned the Board for a lower 


price. 
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THE BROOKLINE COMPANY AND THE "STANDARD OIL" INTERESTS. 

In the Spring of 1893 a new influence appeared in the 
Boston gas field. Mr. Henry H. Rogers and some of his "Stand-= 
ard O11" associates had previously obtained control of most of 
the companies of lew York City, and were planning to acquire 
the companies of Brooklyn, N. Y. J. Edward Addicks held @ maj- 
ority of the stock of one of the companies necessary to carry 
out their plans, and he refused to sell out, 

The Brookline (Mass.) Gas Light Company was formed in 
1855 by Harrison Fay, J. N. Turner, Charles W. Scudder and as- 
sociates, under authority of Chapter 17 of the Acts of that 
year, to supply gas to the inhabitants of the town of Brookline, 

(1) Its powers were further extended in 1854, 1860 and 1870 until it 

had the right to supply consumers in Boston,-~-in other words, 
its charter allowed it to parallel the pipes of the Boston, Rox- 
bury, South Boston and Bay State companies. On September 11, 
1865 the selectmen of the town of Brighton sranted permission to 
the company to open the streets and lay its mains in that town, 
Brighton was afterward amexed to Boston, and up to 1893 this 
was the only district supplied by the company outside of the 
limits of Brookline, It was doing a satisfactory business, and 
was paying dividends at the rate of 7% per year to the holders 
of its $500,000 capital stock, 


Mr. Rogers bought control.of the stock of the Brookline 


a a fA ea 


(1). By Chapter 104, Acts of 1854; Chapter 151, Acts of 1860; 
and Chapter 180, Acts of 1870, 


Gas Light Company, probably paying in the vicinity of S105 per 
share, and announced that he would parallel “every pipe of the 
different Boston companies,” Although the Brookline company 
was charging Brookline consumers $1.50 per thousand feet for 
gas, it announced that its price in Boston would be {j1.00. It 
is interesting to note the attitude taken by the Massachusetts 
Board of Gas and Electric Light Commissioners on the protest 
of the consumers in Brookline against this discrimination, They 
(1) said that their only purpose in resulating the price of gas 
was to prevent the companies from charging too much, and that 
if a company chose to furnish gas for less than it could afford 
to, the Commission would not object. The company did, however, 
a) reduce the price in Brookline to $1.40. 

Mayor Matthews saw in this competition cheaper gas for 
Boston, and lent every assistance to the new enterprise, Dur» 
ing February and March 1893 the Superintendent of Streets, un- 
der the direction of the Mayor, granted permits to the Brookline 
company to lay pipes in certain streets of Boston proper, and 
on February 27, 1893 the city entered into contracts with the 
company to supply gas to the city in Boston proper, Roxbury and 
Brighton. The Addicks interests appealed to the Gas Commission 
under the provisions of Chapter 514 of the Acts of 1885, which 
said that "in any city or towm in which a gas company exists in 
active operation, no other gas company shall ------- open the 
streets for the purpose of laying pipes therein, without the 


consent of the Mayor or Selectmen after a public hearing." 


(1). Report of Board of Gas and Electric Light Commissioners, 1894 


(2), August 3, 1893, 
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(1) 


The Board ruled that the Brookline company was "in active oper- 
ation within the city” (meaning the Brighton district), and dis- 


missed the petition, 

The Brookline company proceeded to lay its pipes, and 
instituted competitive warfare against the Boston company, which 
of course had to meet its competitor's price. Besides taking 
away its business and its contracts with the city, the Brookline 
backers also attacked the Addicks securities on the market, 

From $28.00, Bay State of Delaware stock (par $50.) declined to 
$8.75 per share, and Boston United Gas Bonds, First Series, fell 
from 88 to 64 during the latter part of 1895, 

For three years this competition continued, raising havoc 
with the earnings of the companies, Various methods were used 
to gain customers, The Brookline company even made the follow- 
ing proposition to increase its sales:-= 

A $20.00 PERFECT GAS RANGE FREE OF COST . 
Special Limited Offer of the Brookline Gas Company. 

Having established $1.00 gas in Boston, the Brook- 
line Gas Light Company now seeks to increase its busi- 
ness by making the following offer, It will, at its 
own expense, furnish a service pipe, meter, and a new 
double=oven, two-hole, first-class, Perfect Gas Range, 
and labor of connecting same, to every gas consumer on 
the lines of its gasemains. 

These stoves and fixtures to remain the property 
of the Brookline Gas Company wntil the consumer has 
used gas of this company exclusively for one year, and 


paid over $25.00 for same, when he shall become the 
sole owner, 


ROBERT ARMORY, 
President, 


(1). From circular issued by the Brookline company 6/19/94. 
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The competition finally came to an end in May 1896, 
and its disastrous results show plainly in the following conm- 
parison of the statements of the Boston and Brookline companies 
for 1892 and 1896:= 
BOSTON GAS LIGHT COMPANY, 


1892, 1896, 
Assets $7 ,573,125.76 Assets $7,627, 203,38 
Capital Stock 2,500,000.00 Capital Stock2,500,000.00 
Notes Payable 150,000.00 Notes Payable 245,000.00 
Liabilities 365,720,358 Liabilities 496,773.29 
Surplus me 57 4405.58. Surplus 4,385 450,09 
$7575, 125.76 7, O27, 205—e08 
BROOKLINE GAS LIGHT COMPANY. 
1892, 1896, 
Assets 4,111,985.36 Assets $4,417,982.99 
Capital Stock 500,000.00 CapitalStock 2,000,000.00 
Bonds 350,000.00 Bonds 1,000,000.00 
Notes Payable 214,000.00 Notes Payable 111,500,00 
Liabilities 4,116.67 Liabilities 1,610,078.74 
Surplus 43 868,69 Deficit 303 595,75 
$4, 111,985.56 $4,417 ,982.99 


The Brookline company had increased its capital stock 
from the $350,000 which was outstanding in 1885 to $2,000,000 
by 1894, and also had outstanding $1,000,000 of Mortgage Bonds 
and $1,600,000 Certificates of Indebtedness, payable two years 
from date. The Board of Gas and Electric Light Commissioners 
in 1895 refused to approve a further issue of $1,500,000 Bonds, 
after an appraisal which showed the total structural value of 
the plant to be only $3,425,000. They did, however, authorize 
the issue of $425,000 of Bonds to be used only for the purpose 
of refunding the Certificates of Indebtedness, The company's 


books also showed a debit item of $1,144,014.44 called "Boston 


Contract", which the Gas Commission found to consist of legal 
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expenses, interest, rebates, and equipment sold to consumers at 
a loss to the amount of $129,854,20, all being expenses of the 
"oas war", The Board refused to allow the company to carry this 
item as an asset, replying to President Armory's argument that 
these were extraordinary expenses which the company should be 
allowed to write over @ period of years by saying that "the 
company could just as well recover from its losses if they were 
a shown on the books as a deficit." 
The terms of the settlement were substantially as fol- 

lows:= Mr. Rogers bought from Mr. Addicks and his associates 
592 shares of Brookline stock, 4690 shares of Dorchester eae 
Light Company stock, and enough Boston United Gas Bonds to bring 
‘f the total market value up to $2,000,000. The consideration paid for 

these securities was the payment of about $1,198,850 of indebted- 

ness of the Delaware company, Rogers then made an agreement to 


Sell these securities back to the Delaware company, together with 


his entire holdings in the Boston gas industry, for $6,000,000, 


* This company had been allowed to increase its capital 


stock from $400,000 to $550,000 in 1896, $90,000 was to reduce 
the floating debt caused by extensions and $60,000 for proposed 
extensions, It is probable that only the 390,000 had been issued 
at this time, making the total number of shares outstanding 4900, 
the Board of Gas and Electric Light Commissioners had set the 
price of $9125 per share as a fair market price, 


(1). Report of Board of Gas and Electric Light Commissioners, 1896, 


(2), Bill of Complaint filed by Receiver Pepper against Boston 
Gas Light Co., et.al. 1903, 
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giving the Delaware company until November 1, 1896 to consummate 
the purchase, This agreement to sell would be invalid, in the 
opinion of attorneys, if made directly to the Bay State Gas Com- 
pany of Delaware, and to overcome this objection it was made to 
run to a third biated who had first made a contract to assign 
it to the Delaware company, which assignment was at once executed. 
Pending payment, the Addicks interests were to assume the management 
of the Brookline company, and, as a guarantee that they would 
not destroy the company during this period, a contract was drawn 
between the Boston Gas Light Company and the Brookline Company, 
by the terms of which the Boston company agreed to buy from the 
Brookline company sufficient gas at $1.00 per thousand feet (the 
meximum price allowed by law) to enable the latter company to 
pay all operating expenses, depreciation charges, taxes, bond 
interest, and 10% dividends on its stock, A similiar contract 
was also made by the Dorchester company. 

The laws of Massachusetts do not allow the leasing of 
one company by another, and this agreement was undoubtedly il- 
lecal if contested, but as both companies had passed into a com- 
mon ownership it merely anit tea in a book-keeping division of 
profits. 

The above arrangement, summarized, meant that Rogers 
was to get approximately $4,800,000 for his Brookline property, 


which had been appraised by the Gas Commission shortly before 


* Henry M, Whitney, afterward promotor of the New England Gas and 
Coke Company. 


(1). From Boston Gas and Dominion Coal, by T. W. Lawson. 
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at $3,425,000, a profit of practically $1,400,000. 

There was a formal turning over of the property, and the 
public, although not let in on the full detail of the plan of 
settlement, were given to believe that the Addicks interests 
had won a great victory over "Standard 011." The real reason 
for this was to prepare the market for a fur thet issue of se- 
curities which must be sold to raise the necessary ‘36,000,000, 
This additional stock had already been voted by the Delaware 
company. In October 1895 its authorized capital stock had been 
inereased from $5,000,000 to $15,000,000. President Addicks at 
that time made the following statement:-= 

"Negotiations have been pending for a considerable time 
looking toward the acquisition of certain properties which it 
is manifestly for the interests of this company to ovm and cone 
trol, This movement to place a large fund in the treasury of 
the company has its inception in the desire to increase our prof- 
itable business," 

Shareholders of the Bay State Gas Company of Delaware 
were allowed to subscribe for two shares of this stock for each 
share of old stock owned, at a price of $10.00 per share, After 
the arrangements for the purchase of the Brookline company had 
been made, Thomas W,. Lawson undertook the active marketing of 
this stock, by means of which it was hoped that $2,000,000 


could be raised, That the settlement between the companies put 


(1). Commercial and Financial Chronical, Vol.61, 10/5/95. 
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the public in a better mood toward the Bay State securities is 
shown by the fact that during the first week of May Boston United 
Gas Bonds, First Series, jumped from 80 to 89, and Secom Series 
from.56. to WL. 

With the proceeds of this new stock, the six months earn- 
ings of the operating companies, and the $2,000,000 of securities 
which Rogers was to turn back, the chances of a permanent set- 
tlement in November looked bright. 

During the period of competition between the Boston and 
Brookline companies, however, the income of the Bay State com- 
pany of Delaware had been decreased so that it had been unable 
to pay the interest on its $2,000,000 income bonds, In March 
1895 a committee of bondholders, consisting of Owen A Galvin, 
chairman, and T. B. Price of Priee and Company of Boston, and 

es Boardman Hall issued a circular inviting the bondholders to 
deposit their bonds with the American Loan and Trust Company 
of Boston, with a view toward a receivership. Apparently they 
were unable to secure the deposit of a sufficient number of the 
bonds, as they did not carry the matter into court, 

On October 16, 1896, about two weeks before the $6,000,0M 

payment was due, and application for a receiver was made by 
William Buchanan of New York, holder of $100,000 of the income 
bonds, who claimed that the interest on the bonds was in default 
and that the company was insolvent, He also alleged fraud and 
mismanagement on the part of the directors, and asked that int- 
erest be paid from May 1, 1893, Judge Wales of the U.S, Circuit 
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(1) 60 Chron, 431 
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Court at Wilmington, Delaware appointed J. Augustus MeCauley, 
President of the Artisan Savings Bank of Wilmington, and Dwight 
Braman, a Boston broker, as Receivers of the company's affairs 
in Delaware, <A week later, Braman was also appointed Receiver 
in Massachusetts and New York, and Braman and IicCauley in Penn-~ 
sylvania and llew Jersey, thus completely tying up the assets of 
the company. 

George W. Pepper, Receiver of the company some years 
later, claimed that the Braman receivership was brought about 

by Rogers to prevent the Bay State interests from acquiring the 
Brookline company. Thomas W, Lawson, vice-president of the Ade 
dicks companies, says that Rogers was in no way responsible, al- 
though he admits that "the situation looked as if it had been 
so made for Rogers' benefit." 

This, then, was the situation. The Bay State people, 
with their companies in the hands of hostile receivers, had a-= 
bout two weeks to raise the $6,000,000, else they would be 
obliged to turn back the Brookline company to Rogers, thereby 
reestablishing ruinous competition between the compamies. The 
value of their securities was hit hard by the receivership. 
The day following Braman's appointment Boston United Gas Bonds, 
First Series, dropped from 78 to 71, and Second Series from 66 
to 58, Bay State of Delaware stock was quoted soon afterward 
at $3.00 per share. 

At this point John Moore of Moore and Schley, one of 
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(1). Bill of Complaint against the Boston Gas Light Co. et.al. 
(2). Frenzied Finance, page 169. 
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the best brokerage houses of New York, was called on for advice, 
After several conference with Mr. Rogers and representatives of 
the Bay State companies, the following plan was agreed upon:-= 
Rogers was to furnish the money necessary to pay the Buchanan 
claim and application wovld then be made for the dismissal of 
the receiver, In return the Bay State Gas Company made over the 
entire capital stock of the Bay State Gas Company of lew Jersey 
to Rogers, John Moore and Fred W, Whitridge as trustees, to ade 
minister the affairs of the company for the benefit of the Del-~- 
aware company. With the management of the lew Jersey company 
went the right to elect the directors of the Bay State of Mass- 
achusetts, the Boston, South Boston and Roxbury companies under 
the terms of the agreement made with the Mercantile Trust Com- 
pany at the time the Boston United Gas Bonds were issued, 

On October Slst Judge Wales consented to the discharge 
of the receivers, announcing that the parties had reached an 
agreement, 

The trust deed giving the management of the lew Jersey 
company to the “Standard Oil" interests was originally revocable 
at the will of the Delaware company, but it was afterward changed 
at the instance of Whitridge, who was general counsel of the 
Delaware company, to extend until the Boston United Gas Bonds 
were paid in 1959, The whole arrangement was made by the direct- 
ors of the Bay State Gas Company of Delaware without a vote of 
the stockholders, and the chenge was made by the officers, who 
were advised by Whitridge that it was a harmless one and that 


Lt did not need a vote of the directors, Whitridge was after- 


ward accused of acting fraviulently for Rogers in the transaction. 
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Thus Mr, Rogers had control of the operating companies 
for a period of over forty years, unless the Bay State Gas Company 
of Delaware should meanwhile effect the retirement of the Bos- 
ton United Gas Bonds, either by purchase or by operation of the 


sinking fund, 
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THE MASSACHUSETTS PIPE LINE GAS COMPANY, 
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Let us now consider a new influence which had appeered 
in the Boston gas field, In January 1896 Henry M,. Whitney of 
Boston announced that he had obtained control of an invention 
which would enable him to manufacture gas and sell it ata 
price of 50¢ per thousand feet, Mr. Whitney, up to this time, 
had not been actively interested in the gas business, but was 
one of Boston's well-knowm citizens and an important stockhold- 
er in its streefrailways and in the Boston and Maine Railroad. 
He also held a controlling interest in the Dominion Coal Conm- 
pany, an overcapitalized scheme whose properties consisted of 
some mines in Nova Scotia producing a low-grade sulphuric coal. 

The invention in question was a new type of gas retort 
known as the "Otto-Hoffman Coke Oven", by means of which it was 
claimed that this lowegrade coal, which had formerly been use-=- 
less in the gas business, could be turned into coke without 
sacrificing the gas or the by=products. Whitney's plan was, 
briefly, to build a plant which would provide an outlet for his 
Dominion coal, furnish coke for use in the locomotives of the 
Boston and Maine and other railroads, and sell the gas to the 
Boston gas companies, 

The public, apparently tired of the struggle between 
"Addicks" and "Standard 011", were enthusiastically aroused, 
The Bay State companies agreed to buy all the gas the new plant 
could produce, and in return obtained a part interest in the | 
scheme, Whitney petitioned the Legislature for a charter for 


his company, which was to be known as the Massachusetts Pipe 
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Line Gas Company, with a right to sell gas to consumers at 
$1.00 per thousand cubic feet, the same price as then charged 
by the Boston Gas Light Company. This bill passed the Legis- 
lature, and as a result, Bay State and Dominion Coal stocks 
rose rapidly. Governor Wolcott, however, vetoed the bill, 
calling attention to the fact that Whitney had promised cheap- 
er gas to the consumers than they were now getting. In spite 
of the threats of the promoters that they could pass the bill 
over the veto, Whitney was obliged to amend his petition to 
make 60¢ per thousand the highest price which the company 
could charge. The bill, as amended, was signed by Governor 


(1) 
Wolcott on Jume 10, 1896, 


The incorporators were Henry M. Whitney, H. F. Dimock, 
FP. Se Fearson, Jas. Phillips, A. N. Parlin, G. B. M. Harvey, 
John WM. Bailey, Frank Leake, Jonas Wilder, H. EH. McCoy and 
Je Le. Wellington, most of whom represented New York capital. 
The company was formed, according to the Act, "for the purpose 
of manufacturing, buying, selling, dealing in, conveying and 
transporting, and distributing gas for illuminating, heating, 
cooking, chemical, mechanical and power purposes.” The stock was 
Limited to $1,000,000 (10,000 shares of $100.00 each), which 
might be increased from time to time to 35,000,000. The import-= 
ant section of the Act gave the company power, subject to such 
conditions and terms as might be agreed upon, and subject to 


the supervision of the Board of Gas and Electric Light Commis- 
(1). Chapter 537, Acts of 1896, 
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Sioners, to "purchase, lease and operate the gas works and other 
property of any person, corporation, city or town, and to issue 
additional stock for that purpose not to exceed the amount issued 
by the corporation whose works were purchased." Section 7 pro- 
vided that the company could sell gas to any gas company upon 
such conditions as may be mutually agreed upon, but not in exe 


cess of the following prices:-= 


To Companies Fuel Gas Illuminating 
Within 5 miles of Statehouse 20¢ 25¢ 
Between 5 and 15 miles 25 30 
Over 15 miles 30 35 

To Consumers 
Within 8 miles of Statehouse 60¢ 
Any city outside of 8 mile limit 

having a population of 75,000 75¢ 
Any smaller city 90¢ 
Any tow $1.25 


The company was not allowed to sell to consumers except 
by leasing the works of other companies, 

On July 15, 1896 the incorporators met and voted to 
issue the $1,000,000 of stock authorized by the Act, but the 
eae Commissioners refused to approve the issue, saying that it 
was not in accordance with the Act and was illegal. 

The limit of 60¢ per thousand on gas sold to consumers 
was too low to allow the company to carry out what was the 
probable intent of the incorporators, namely, the purchasing 
of the plants of the Boston operating companies, and their con-= 
solidation into one company. The Massachusetts Pipe Line Gas 
Company never began the construetion of a manufacturing plant, 
but it still retained its liberal charter, and in fact this is 
one ot the valuable possessions of its successors at the present 


time, 
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THE FORMATION OF THE NEW ENGLAND GAS AND COKE COMPANY. 


Another plan to bring about the proposed “community 
of interests" was tried. The "Standard Oi1" people, under the 
trust deed of November lst, had obtained control of the Bay 
State Gas Company of Massachusetts, the Boston, South Boston 
and Roxbury companies until 1939, and had again come into pos- 
session of the Brookline and Dorchester companies.after the 
Delaware company's $6,000,000 option had expired. iwhitney 
offered $9,000,000 for the stock of the Brookline and Dor- 

el chester companies provided Rogers would also turn over to him 
the control of the other four. Associated with Mr. Whitney 
in these negotiations were the Elkins-McMillan syndicate of 
Philadelphia, owners of the United Coke and Gas Company of 
that city. They also contracted for the purchase of 1382 
shares out of a total issue of 2500 shares of the stock of 
the Jamaica Plain Gas Light Company, the only company in Bos-~ 
ton (except the Charlestown and Bast Boston companies) which 
was not in the control of Rogers, at 200.00 per’ share, 

On December 7, 1896 the trustees, Rogers, Moore and 
Whitridge, voting the stock held in trust by the Mercantile 
Trust Company elected the following directors of the four 
Boston gas companies:= H, t, Rogers, John Moore, Robert Ar-= 
mory (president of the Brookline company), Wm. Haamerci wen 


es ee NB a ee 


(1). From Pepper's Bill of Complaint against the Boston Gas 
baehp Ce. 6t.als. 1903. 
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Albert C. Burrage and Sidney Chase instead of the "Addicks" 
board consisting of J. HE. Addicks, F. P. Addicks, W. P. Ad= 
dicks, T.’W. Lawson. F. HE. Smith and P. ©. Chandler, S8ur- 
rage was elected president, and Rogers vice-president, On 
February 25, 1897 Mr. Whitney was elected a director of these 
companies, and on March 17th the “Standard O11" interests made 
their control complete by electing a majority of the directors 
of the Bay State Gas Company of New Jersey. 

On September 30, 1897 the New England Gas and Coke 
Company was formed by the filing of a declaration of trust 
with the American Loan and Trust Company of Boston, The 
form of a voluntary agreement, or trust, was adopted for the 
purpose of avoiding the laws of Massachusetts relative to the 
control of gas companies by 2 Commission. By terms of the 
declaration, the proposed company was divided into 200,000 
shares of $50.00 each. The trustees were empowered to en-= 
ploy the property "in menufacturing, buying, selling and 
dealing in coal, o11, coke, gas and products thereof, or in 
any similiar business, including the electrical business," 
They were also given the right to buy any property, including 
stocks and bonds, and to pledge or mortgage all or any part 
of the trust property to secure notes or other evidences of 
indebtedness. The trust was to run for fifty years from 


September 30, 1897, 


(1). Report of Gas Commissioners, 1897, 
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The subscription list attached to the declaration 
shows the following names:-= 


Henry M. Whitney 

United Coke and Gas Co, 
of Philadelphia (WL. 
Elkins, Treasurer) 69; 700 

Frederic Tudor, Tr, 75,000 , 


54,000 shares 


Miscellaneous holdings 
of about 100 shares 


each 


The Trustees elected were:- 


G. C,. Haven, 


New York 


Re OC, Crayne Albany 
Stephen Peabody Yew York 

Wm. Elkins Philadelphia 
Wm. Flynn Pittsburgh 
H. M. Whitney Cohasset ~ 
He. M. Dimock New York 

Wm. Elkins, Jr. Philadelphia 
A. N. Brady New York 
Emerson McMillan New York 
Richard Olney Boston 

Ke We. Lord Boston 

A. H. Paget New York 


Plans were made to take over the Jamaica Plain stock 
contracted for some time before, and also the entire capital 
stock of the Massachusetts Pipe Line Gas Company, with its char- 
ter, The trustees also obtained an option on about 250 acres 
of marsh land on the Mystic River in Everett. 

Mr. “Whitney was elected president, and gave out the 
following statement:- "The report that a syndicate has secured 
control of the Massachusetts Pipe Line Company is correct, We 
are going to make coke, and will have a large plant at Everett. 


(1). 


65 Chronicle 685. 
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Naturally, if we make coke, we must make gas, and we purpose 
to sell it. We intend to give the consumers of Boston cheap- 
er gas than they have been getting." 

On December 3, 1897, the New York News Bureau said, 
"it is trustworthily reported that the New England Gas and 
Coke Company is underwriting subscriptions for $12,000,000 
bonds, the proceeds to be used for the purchase of Boston 
gas properties, and for the construction of coke ovens at 
Everett. The Central Trust Company is financing the issue,” 

The trustees authorized an issue of $17,500,000 
capital stock, and $17,500,000 of 5% Fifty Year Gold Mort- 
page Bonds dated December 1, 1897; $14,000,000 of each to 
be used to purchase the gas properties. 

The plans of the company were outlined in the fol- 
lowing document, headed 
_MEMORANDUM IN RELATION T0 PURCHASE OF BOSTON 

GAS COMPANIES, 

The New England Gas and Coke Company has pur-= 
chased practizally all the stock of the Brookline, 
Dorchester and Jamaica Plain Gas Light Companies, 
which purchase carries with it the control of the 
Bay State Gas Company of Massachusetts, the Boston, 
South Boston and Roxbury Gas Light Companies, brief- 
ly, all the gas companies in the city. 

The purchase of the stocks above named, together 
with the charter of the Massachusetts Pipe Lines Gas 
Company, and the license for the use of the by-product 
coke ovens (including the cost of building the ovens) 
cost $14,000,000; and in the said purchase $2,000;000 


of the securities can be used. The remaining $12,000,@M0 
will be loaned on the companies' securities by the Cen- 


(1). 65 Chron. 1115. 


(2). From "Boston Gas and New England Coke” by Lawson. 
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tral Trust Company of New York, 


"The Gas Companies in the proposed purchase earn-= 
ed net for the year ending 6/30/97 over { 460,000 


Estimated profit on Coke and Gas 
Residuals 248 ,500 


Sale of 2,500,000,000 ft. gas © 20¢ 500,000 


Saving by use of coal gas by Brooke 
line and Dorchester companies 
@ 10¢ on 900,000,000 feet " 90,000 


Total Net Profit @Ll,500,000 


Interest on the $12,000,000 °to be 
underwritten, and the $2,000,000° 
used in purchase of gas property, 
patents and franchises 700,000 


Good to the stock (about 4° on 
$14,000,000) as soon as ovens 
can be finished, which will ; ’ 
be in about nine months y 598,500. 


Oe ee Be ee 


On November 26th, the trustees, through a New York 


corporation called the New York Gas Improvement Company 

which Was formed for the purpose of conducting these nego- 
tiations, entered intothe following agreement (conditional 
on theunderwriting of the entire amount of stock and bonds 
delivered to the trust company) with the Central Trust Com- 


pany of New York:- 


“Whereas the said Improvement Company has hereto- 
fore entered into an agreement in writing with the New 
England Gas and Coke Company wherein and whereby it 
has agreed to endeavor to procure a loan in the ag- 
gregate amount of $12,000,000 to enable the said New 
England Company to purchase and acquire 18,500 shares 
of the parrvalue of $100. each of the capital stock of 


(1). From Agreement dated 11/26/97, published in N.Y. Times 


on December 23, 1897, 
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the Brookline Gas Light Company; 5176 shares of the capital 
stock of the Dorchester Gas Light Company; Certificates of 
Indebtedness of the Brookline Gas Light Company to the 
amount of $1,615,000; Boston United Gas Bonds, first series, 
to the amount of $1,000,000; 1382 shares of the capital 
stock of the Jamaica Plain Gas Light Company; and the en- 
tire capital stock of the Massachusetts Pipe Line Gas Com— 
pany; and certain real estate in the town of Everett, in 
the State of Massachusetts; also certain other shares of 
said and other companies carrying on business in the State 
of Massachusetts; and to enable the said New England Com— 
pany to erect plants for the manufacture of coke, gas, and 
other similiar products upon such real estate and other 
real estate in said State which it now owns or may hereaf— 
ter may acquire; and 

WHEREAS, the said New England Company has duly coven- 
anted in and by the terms of said agreement to deliver to 
the Improvement Company, or to the person or firm or cor+ 
poration from whom or which the Improvement Company shall 
obtain such loan, the securities and property hereinafter 
mentioned: 

Now, THEREFORE, in consideration of the premises and 
agreements herein contained, the said parties have agreed 
and do hereby agree with each other as follows:- 

le The trust company agrees to loan to the Improve-— 
ment Company the sum of $12,000,000 upon the promissory 
note of the said Improvement Company, dated December l, 
1897, payable on the first day of August 1898, with inter- 
est at the rate of five per cent per annum, and as commis-— 
sion and compensation the Improvement Company agrees to 
deliver to Said trust company shares owned by it of the 
capital stock of the New England Company to the aggsre- 
gate value of $2,400,000, par value. 

2e The Improvement Company shall deliver to the trust 
company certificates of stock of said New England Company 
representing $4,800,000, par value, of such capital stock 
of a total issue: of $17,500,000, also its bonds to the 
amount, par value, of $12,000,000 of a total issue of 
$17,500,000, such bonds to bedr interest at the rate of 
five per cent per annum, and to be secured by the transfer 
and pledge to said trust company, as Trustee, of all the 
securities and personal property so to be purchased and 
acquired, and the transfer and mortgage of all the real 
estate now owned, or to be purchased and acquigzed by the 
New England Company. All of the said shares of stock and 
bonds shall be held by the trust company as security for 
the payment of the loan. 

3e The New England Company shall not be entitled to 
draw any portion of said loan, except for the purposes here- 
inbefore recited, and all property which shall be acquired 
vy said company by means of said loan shall be transferred 
to the trust company, as trustee, for the security for the 
New England Company's bondsSe 

4. The said loan is made on the faith and credit of 
an underwriting agreement in the form hereto annexed, and 
the Improvement agrees that it will procure on or before 
the first day of December 1897, an execution of such under- 
writing agreement by persons or corporations satisfactory 
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the trust, company, cideate such persons or eeceraate 

shall agree to take the entire amount of such shares of iad 
stocks and bonds of the New England Company so to be ria 
ivered to the trust company, upon the terms set forth in 
the underwriting agreement. . 

This agreement shall not Sovune effective until such 
underwriting agreement shall have been duly executed and 
delivered to the trust company, and when the same shall 
have been duly executed and delivered, the Trust Company 
shall be and hereby is authorized and empowered to deliv— 
er said shares of stock and bonds to the persons entitled 
to them under said agreement, as they shall become entitled 
to same, and to apply the moneys received thereunder to 
the payment and satisfaction of the said loan of $12,000, 000° 
and intereste 

5- The Improvement Company shall have the right, on 
the payment of the said loan, to extend said loan for the 
period of six months from and after August 1, 1898, upon 
delivery to the trust company of shares of the capital 1% 
stock of the New England Company to the amount of $600,000, 
par valuee 

IN WITNESS WHEREOF,= un 
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It will be seen from the foregoing Agreement that the 
underwriters received par of bonds and a 40% bonus of stock, 
and that the Trust Company received as a commission $2,400,000 
of the company's stock, ; 

The bonds, which were of a face value of $1,000 each, 
were secured by the following property:- 

1. By the Real Estate owned by the New England Gas 

and Coke Company in Everett. 

2. By the contract of the New England company with 

the Dominion Coal Co. for the purchase of 800,000 
tons of coal per year. 

5. By licenses of the Otto Coke and Chemical Co, 

4, By licenses of the United Coke and Gas Company. 

(Both of the above for the use of patented process- 
es, including the Otto-Hoffman patents on coke 
menufacturing) 

5. By Boston United Gas Bonds, First Series, to the 

par value of $1,000,000. 

6. By 18,500 shares of Brookline Gas Light stock, 

7. By 5,176 shares of Dorchester Gas Light stock. 

8. By 1382 shares of Jamaica Plain Gas Light stock. 

9. By Brookline Certificates of Indebtedness to the 

face value of $1,615,000. 

10. By all New England Gas and Coke Company's right, 
title and interest in and to the capital stock of 
the Massachusetts Pipe Line Gas Company, including 
stock to be thereafter issued. 


11. By all said company's interest in the voting trustee- 


ship controlling the Boston, So. Boston and Roxbury 
companies. 
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Of the $14,000,000 of bonds to be sold, the proceeds 

of approximately #9 .000 ,000 were needed to secure control of 
ip the existing companies, and the balance of $5,000,000 was 
to go into the construction of the new plant. 

The Board of Gag Commissioners characterized these 
tranactions as follows:="The purpose wovld seem to be to offer 
to the public securities free fron the restrictions and super- 
vision imposed on regularly incorporated companies engaged in 
kindred business. These facts---—-- constitute a notable evasion 
of existing laws passed for the mutual protection of the inves- 
tor and consumer," . 

On December 18, 1897, to more securely vest the con- 
trol of the Boston gas companies with the New England Gas and 
Coke Company, the Rogers’ directorates resigned, and the fol- 
lowing employees of the Boston company were elected as "dummy" 
directors:—- A. i. Bemis, R. D. Villard, Charles L. Crehore, 
and Edward Ff. W. Bartlett. A. N. Brady, the managing director 
of the Gas and Coke company was elected director and president 


(3) 


of the four companies. 
The Gas and Coke Company, in their official announce- 


ment, claimed to have purchased practically all of the stock 


(2). 65 Chren. 1125, | 
(2). Report for the year 189”, | 


(3). On 1/4/98, J. E. Manning of Lynn filed suit asking the | 
Court to cancel the transaction whereby the Gas & Coke @0. ace | 
quired control of the Boston gas properties, and to enjoin the | 
defendents from voting the proxies received on the stocks pledged. 
On Aug. 1lth of the same year F. C. Jones also brought suit to 

set aside the deed of trust whereby the Rogers interests se- ) 
cured control of the Bay State of New Jersey. | 
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of the Jamaica Plain, Brookline and Dorchester companies, 
"which purchase carries with it the control of the Bay State 
of Wlassachusetts, the Boston, South Boston and Roxbury compan-= 
ies; briefly, all the gas companies in the City of Boston." 
The following table shows that they acquired only about 28% of 


the outstanding securities of the Boston gas companies:- 


Acquired by 


security. Outstanding. NwH.G.&C.CO, 
Brookline Gas Light Ba at rie 
Stock y~ 2,000,000 g 1,850,000 
Bonds 1,000,000 none 
Cert. of Indebt. 1,615,000 L;615 ,000 


Dorchester Gas Light 
Stock 520,000 520,000 


Jamaica Plain Gas Light j 
Stock 200 ,000 138,200 


Boston, South Boston, Rox- 
bury and Bay State of Mass- 


achusetts: 
Bonds, First and Sec- . 
ond Series 12,000,000 1,000,000 
Debt 1° 000: 000 " none 
$18,555,000 9D, Leo ,200 


a ee 


The valuation of the plants of the operating com- 
panies, as assessed by the local authorities in 1897 was 
slightly over $9,000,000. Their statements, as contained in 
their returns to the Board of Gas and Electric Light Com- 
missioners for the year ending June 50, 1897, showed the follow- 


ing earnings:- 
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Net Earnings 


Company. before Dividends Surplus 
Bay State Gas Co. G 2353;.911, $° 227.799. 
Boston Gas Light Co. 427,008. 4,562,439. 
Brookline Gas Lt. Co. 200;000. none 
Dorchester Gas Lt. Co. — 43.095. £21,675. 
Jamaica Plain Gas Lt. Co, 435259. a7 062. 
Roxbury Gas Light Co, 54:;406,. 438.538. 
South Boston Gas Lt. Co, 28,459. "165,846, 

&T,030. 21d~ $5.715,948. 


The earnings which the New England Gas and Coke Com-= 
pany would derive from the Boston gas companies, based on the 


above figures, can be roughly estimated as follows:- 


Earnings Brookline company $200;000. 
3 Dorchester ig 43.000. 
4 Jamaica Plain company 43.250. 
Interest on United Gas Bonds 50,000. 


“4 on Brookline Certificates 80,750. 
The rest of the earnings of the companies would be paid 

out on Securities not owned by the Gas and Coke company. 

this, then, was made the basis for the issue of 
$35,000,000 Of stock and bonds, The company had purchased 
28% of the outstanding securities of the local companies for 
$9,000,000 ($5,000,000 of the amount raised from the sale of 
bonds was to go into the construction of the Everett plant). 
If they had purchased all the Securities on the same basis 
the total cost would have been about $32,000,000, the market 

(1) value of all the securities at that time being about 315,000,000. 

It should be remembered that the local companies were prevent- 
ed by the Board of Gas and Electric Light Commissioners from 
raising their prices to the consumer, therefore no additional 


income from this source could be expected. 


a A RO ee i ee ee ee a ee 


(1). "Boston Gas and New England Coke” pg.16. 
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The Central Trust Company loan, which was due August 
lst, 1898, was extended to February lst, 1899 as provided in 
the trust agreement, and construction of the works was begune 
Karly in January 1899 the Colonial Trust Company of New York, 
the American Loan and Trust Company of Boston, and the Provi- 
dent Life and Trust Company of Philadelphia offered for public 
subscription $8,640,000 of the New England Gas and Coke bonds 
at par and interest. All were sold, and the $12,000,000 loan 
was redeemed in accordance with the agreemente 

The construction of the works progressed rapidly during 
1899, and were expected to be in a position to supply the entire 
requirements of the Boston Company by September lst, but it was 
December before the necessary connections were madee 

The stock and bonds of the New England Gas and Coke Com= 
pany were admitted to quotation on the unlisted sheet of the Bos- 
ton Stock Exchange in December 1899. 

The gas produced by that company was sold to the Massa= 
chusetts Pipe Line Gas Company for 15¢ per thousand feet, and 
sold by that company on contracts made with the directors of the 
Boston company (A. N. Brady, the managing director was heavily 
interested in the Gas and Coke Company) for 25¢, and to the other 
6®hpahies for 30¢-6 The works of the operating companies were 
allowed to fall into disuse, thereby impairing the security of 
the United Gas.Bondse President Addicks of the Delaware company 


threatened suit against the directors of the local companies, 


(1). Of the $17,000,000 authorized, $3,500,000 were reserved 
for future issue, $2,000,000 were issued in part payment of works, 
and $3,360,000 were taken by private subscription. 
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claiming that the assets of the companies had been jeopardized, 
and the earnings diverted by means of contracts at an excessive 
price until there was a deficite That there was some truth in 
these claims may be deduced from President Whitney's state= 
ment, during an investigation by the Massachusetts Gas Commis-— 
sion the following year regarding the price of gas to consumerse 
He said, "Except for the fact that the New England Gas and Coke 
Company was prepared to furnish gas, the smaller companies would 
be in an embarrassing position, as they would be obliged to spend 
about $4,000,000 in equiping their plants to make gase" 

The position of the Boston United Gas Bonds was about 


as follows:= 


Dividends of operating companies 1899 $824, 262.00 
Net Surplus after dividends 17,714.00 
Total Net Income 841,976.00 
Deduct:— 


Dividend on Brookline shares $200,000.00 
Interest on $8,500,000 lst 


series outstanding 425,000.00 
Sinking Fund, lst series 20,000.09 
Total it 0 
Balance 126,976.00 
5% on $3,000,000 2nd series 150,000-00 
Deficit 23,024.00 


The Gas and Coke company refused to file a report with, 
or to furnish information regarding its securities to the Gas 
Commissioners, claiming that it was a manufacturing company 
in which the manufacture of gas was only a minor portion of its 
business, and this contention was upheld by the Attorney-General. 
President Whitney, however, made the statement that the net in- 
‘come for the year ending December 1, 1900 was within $8,174 of 
paying the fixed charges; that the company was running at 70% 
of its capacity; and that the entire cost of starting the bus— 


iness and creating a market had been charged to expensee Con-— 
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thm te were made with the Dedham and Hyde Park Gas and Electric 
Company and the Charlestown Gas Company, and the old contracts 
were renewed at an increase of 15 to 30% over the previous yeare 
The total output of the works averaged close to 400,000,000 
cubic feet per daye 

In spite of these encouraging statements, the company 
had acquired a considerable amount of floating debt during the 
period of construction. This was estimated to be about $1,5000,000, 
partly secured and partly unsecurede During the fall of 1900 
rumors began to circulate that Whitney was quietly disposing of 
part of his holdings in the company. The securities began to 
decline in August and September. Additional capital was required 
to build new ovens to supply the increased demand for cokee 
Several plans were offered to fund the floating debt and to 
raise capital for additionse An issue of debenture notes was 
considered, but it was decided that it was not an auspicious 
time for such an issue. Vice-President Elkins, in June 1901, 
made the significant statement that the company was earning more 
than its fixed charges, but that the subject of its financial 
plans was one for future announcemente 

Six months interest on the bonds was coming due on Dec- 
ember lst of that year and steps had to be taken to raise the 
money necessary to pay ite The four "Addicks" companies owed 
the Gas and Coke company $120,000 for gas supplied, there being 
a dispute as to the price. The contracts called for 16 candle 
power gas at 20¢, the local companies to do the enriching to 
make the gas comform to the local requirements. The Gas and 
Coke company was doing the enriching itself, and charging the 


Boston compamies 25¢ for 19 cepe gase On October 8, 1901, the 
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Gas and Coke company shut off the supply of gas to these compan- 
ies and forced them to pay the amount duce 

There was still about $100,000 to be raised to pay the 
December lst interest. A two dayst meeting of the Trustees 
was held in New York, but the Trustees themselves felt disinclined 
to advance the money, as they already held most of the floating 
debt. Arrangements were made with Kidder, Peabody & Co. of 
Boston, whereby these bankers were to furnish $1,000,000, out 
of which the bond interest was to be paid, and further improve- 
ments madee An investigation of the property was made on behalf 
of the bankers by Stone and Webster, who reported unfavorably, 
and Kidder, Peabody & Co. refused to carry out the plane The 
Trustees then interested Je & We Seligman Co. of New York, who 
agreed to furnish the money if their investigation was satisfac-— 
torye 

It was not publicly announced whether or not the Selig- 
man company furnished the money, but the bond interest was paid 
promptly on December lst, and according to the Commercial and 
Financial Chronical "it was not furnished by Kidder, Peabody 


& Company." 
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Kidder, Peabody soon afterward did become interested 
in the affairs of the company, and quietly started plans for 
&@ reorganization. About April lst, 1902 the company had a float- 
ing debt of $1,450,000, of which the Trustees held $900,000, 
the balance being held by banks, secured in part by the deposit 
of $300,000 Brookline Gas Certificates and $200,000 Gas and Coke 


Bonds. There were also outstanding claims amounting to $50,000 


. and accrued interest $230,000, a total of $2,123,000. Interest 


on the bonds, amounting to about $400,000, would be due June lst, 
and there was no prospect of raising sufficient funds to meet 

ite Accordingly on April 7th, the United Gas and Coke Company 
of Philadelphia, one of the original subscribers to the deed of 
trust, and owner of $250,000 of bonds and $2,415,000 of the Gas 
and Coke stock, filed a petition for the appointment of a re- 
ceiver of the company's affairse Judge Colt of the United States 
District Court at Boston appointed Robert M. Burnett, of Joseph 
Burnett & Coe, as temporary receiver of the company. 

On the same day notices were published by committees re= 
presenting both the bonds and the stockholders, requesting owners 
to deposit their holdings, pending reorganazation, with the Old 
Colony Trust Company of Boston, or with the Colomial Trust Com 
pany of New York, on or before April 17th. These notices read 
as follows:— 


"The undersigned have been requested by the holders of 


(1). For the Bonds: For the Stock:— 
Joseph Pe Stearns, Chm. Joseph Be Russell, Chm. 
Samuel Carr Chase F. Adams, 2nd 


Ne Pe. Hallowell Ee. Ne Foss 
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(Stock) 
@ large amount of the issue of the (Bonds) of the New England 


Gas and Coke Company to act as a committee to facilitate the 
prompt reorganization of the company. The company has been bur-—- 
dened by a heavy floating indebtedness. It appears at no time 
to have been able to earn the interest on its bonds. It has 
immediate and pressing necessities which it has been unable to 
meete It has to-day been forced into the hands of a receiver. 
The preservation and continuance of its business requires im 
mediate and concerted action. It appears that upward of 
$6,000,000 will be needed to rehabilitate the company, includ- 
ing allied corporations, and for new construction and working 
Capital. This has been deteruined by the investigation of Mr. 
Alexander C. Humphreys, a well known gas engineer. 

'Messrse Kidder, Peabody & Coe and J. & We Seligman Coe 
are endeavoring to prepare a plan for reorganization, which they 
will submit to the committee as soon as possiblee If it meets 
with the committee's approval it will be presented to the depos- 
iting holders for acceptance, and depositors who do not withdraw 
their holdings within 380 days thereafter will be deemed to have 
accepted ite® } 

The time for the depositing of the securities was after- 
ward extended to April 26th, on which date the committees con- 
trolled approximately 80% of both the stock and bonds, the 
Trust Companies issuing negotiable certificates which were list- 
ed on the Boston Exchange. 

Receiver Burnett was authorized by Judge Colt to issue 
Receiver's Certificates to the amount of $285,000, with a first 
lien on the property, to pay taxes and other urgent claims, in- 


cluding about $205,000 due the Dominion Coal Co. for coale This 
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was in accordance with the agreement made with Mre Whitney when 
he consented to the receivershipe 

As was expected, the bond interest due on the $16,370,000 
of bonds outstanding was defaulted on June lste The plans for 
the reorganization were completed and published abcut June 20th. 
They provided for the organization of a voluntary association 
to be called the Massachusetts Gas Companies, instead of a cor-— 
poration, to take over the property for the reason "that a con 
siderable portion of the assets consists of stock in Massachu- 
setts corporations, and it is desirable to avoid double taxation.® 
It provided for $3,000,000 cash with which to acquire the out- 
standing notes payable of the Massachusetts Pipe Line Gas Com 
pany and of the Dorchester and Brookline Gas Light Companies, 
and to pay for additions and improvements to the plants at Ev- 
erett, Brookline and Dorchestere Mr. Whitney was completely 


eliminated in the plan, the first trustees being:- 


Ce Fe. Adams, 2nd Frederic Ee Snow 
Walter C. Baylies Charles Ae Stone 
Samuel Carr Albert Strauss 
“Robert Pruyn Ce Minot Weld 
Joseph Be Russell Robert Winsor 


The new association was to issue $15,000,000 4% cumula- 
tive preferréd stock, in $100. shares, preferred as to assets 
as well as to dividends; and also $15,000,000 common stocke 
The holders of the Gas and Coke securities who assented to the 


plan were entitled to this stock on the following basis:— 
Will receive 


For each $1,000 principal of: Assessment Prefe Commons 
NeE.e Gas & Coke stock 
(about $17,500,000 outstanding) $100.00 $110. $150. 


lst Mtge 5s of 1897 
(about $16,900,000 outstanding ) none 5206 550. 


The assenting bond—-holders also received cash interest 
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at 49, on the preferred shares to which they were entitled from 
December 1, 1901 to December 1, 1902, when the preferred divi- 
dends would begin to accrueée 

Under this plan the stock was to be distributed on the 


following scheme:- 


uab referred Common 
NeEe Gas & Coke stockholders pay— 
ing assessment $1,925,000 $2,625,000 
NE. Gas & Coke Bondholders 8, 788,000 9,295,000 


Kidder, Peabody & Coe and J.&W. 
Seligman Coe in consideration 
of the payment of the floating 
debt and reorganization expenses, 


and for $3,000,000 cash 44287,000 3,080,000 
$15,000,000 $15,000,000 


The property acquired included all the property covered 
by the mortgage of the New England Gas and Coke Company to the 
Central Trust Company, the Certificates of Indebtedness of the 
Brookline Gas Light Co, pledged to secure notes of the Gas and 
Coke company, and all other assets of the Gas and Coke Company 
except cash, accounts receivable and similiar assets which were 
to be used to liquidate debtse The property was ‘to be conveyed 
to the new organization free from all indebtedness of the old 
company, except amounts due the Dominion Coal Company (now re- 
presented by Receiver's Certificates), certain claims for per 
sonal injury, and expenses of the foreclosure salee These were 
to be paid by Kidder, Peabody & Co. and J.&W. Seligman Co. out 
of the stock allotted to them, ang they were to retain the bal- 
ance aS compensation for their services and in payment of the 
expenses of the reorganizatione 

The plan also provided that the property of the New Eng— 


land Gas and Coke Co., could, be transferred, if desired, to a 


=, ee | (ao me Os rive 2 TUseam ‘Gee a Se io! Aaa) a © Bs Bee fk) ae | -_ - 
"he ee OR Maer i ah? Nee eety a UE eh el | } Ke a vey aa 1 Tr oo ee 
* se 4, a oo Da AL!) ete, 1 alr < aed yr 1) Foe ke a ¥ 7 h 
Da i aie eee. 5m wi PENT, On een as 5 
} ; OF ie ten, “bos i ) “tnt! a ee, be hy “at 
Ms 9 a Oe 5 3, >) ee Doe i Mua Pon . ' ra rh ae rs , - P 


bk hetattetg end pee 18088 if pos os LORE on 6 Me fod 
x se ap 0; Z sounoo# on. intaed! ha aboot 
im ioe Bag sun R od oe Baw ag oie ant fist eituld ceabgatt | 
aie o ie Bier ty eee! ee aneHae Hbvok co | ang 


ne Nay 


<r | ‘ie 4) aie . 
We | ERY sob Cofiocte ter 4 80 ehh 
000, Bab, it 000, G8Gi,.19 | inouesoahal a: 
OU0.,869),9 GH, 98% 8 my) heap rena at eed # bad a 


Yraye bis’ 200 & 


nottsten tency tt 7O8% 
apelitso£, eo to Hoga 
i ick ALLER? LABS LOS 
i Metso" Oe i A0OS £5: | 
| ,y 
betevon witedexg ond fla pebutsat: il a tevtst, oa Bie 
wick ot Yeeamed elod bev aad bee ea, ritnad f 
edd Yo gasubesosdal to senso szttien $69 ree mabe eG 
fees ‘ged -ens to estos amines Of Beabacd, 0b) stan Awe 


qioqaed eic00 ban asp silt to Stenne! sredto fe. bas, cwognos ood 
dhew. Koiry steses ‘paltints bas oidateves atnironD ae tenn 
beye vio ad Oe aim ‘Etre qoxg eat gotdeb. eyshiupee | i 9d haa 
Bio ed "0° sewmbosdebat ‘Lis: isonet ot fottavinesto: ia te of ; 
“ef wos) odie: seme rok wa ngsoxe| cungsy 


bem 


aie ae 8a i sriiig 


new company, whose stock would be held by the Massachusetts Gas 
Companiese 

Both the Stearns Committee, representing the bond—-hol- 
ders, and the Russell Committee, representing the stock, recom 
mended the acceptance of this plan, and it was accepted by all 
the bondholders and by holders of all the stock except twenty 
sharese The bankers immediately started to underwrite the sale 
of a sufficient number of shares to meet the requirements of 
the plan. 

The new capitalization can be seen at a glance from the 


following table:- 


NEW_ENGLA GA D E COMPA 
Interest Preferred Common 
B s Charge Stock Stoc 
Bonds $16, 900,000 $845, 000 
Preferred Stk. none 


Common Stock 17,500,000 
$16, 900,000 $846, 000 —- eee 


Floating Debt 1,450,000 72,500 
SSACHUSETTS GAS COMPANTIE 


Interest Preferred Common 
~_._ bonds Charges Stock Stock 
Bonds none a 
Preferred Stk. $600,000* $15,000,000 
Common Stock 15 
a oieiee 600,000 15,000,000 15,000,000 
*xContingent charges 
SUMMARY 
NeEeG&C.CO- Mass -Gase 
Securities bearing Interest $16,900,000 none 
Liabilities " 18,350, *000 none 
Securities bearing wicca 
and Contingent Chgs. 18,350,000 $15,000,000 
Total Securities 34, 400,000 30,000,000 
" Liabilities 388, 850,000 30,000,000 
Fixed Charges 845, 000 600,000 
Fixed, Current and Cont. Chgs. 917,500 600,000 


From the above table, the new company looked stronger 
in every way, and in addition had been provided with $3,000,000 
of working capital. The new Board of Trustees was composed most- 


ly of local men, the reorganization having resulted in a complete 
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change of managemente 
Judge Colt, on September 8, 1902, entered a decree of 

foreclosure requiring the purchasers to assume the contract with 
the Dominion Coal Company. On September 25th, 1902 the Trust 
Agreement was drawn up embodying the features of the plan out- 
lined on the previous pages regarding the capitalization, distrib- 
ution of the shares, and the property to be taken over, and contain- 
ing provisions giving the shareholders, as far as practicable, 
the same control over the affairs of the association as stock-— 
holders have over the affairs of the corporation in which they 
hold stock. A very important clause gave the trustees the right 
to employ the property and asseY¥s in nearly every conceivable 
line of business, and, under proper restrictions, to increase the 
capital stock to provide for the acquisition of additional prop- 
erty, or for other purposes. 

The trustees were by no means limited by the Agreement 
to the business of making and distributing illuminating gas, 
and the history of the company shows that they have taken ad- 


vantage of their powers to engage in other lines. 


(1). President, Ce Minot Weld 
Vice—President,Samuel Carr 
Treasurer, We Se Draper 
Secretary, John Ce Rice 


(2) Dominion Coal Co. agreed to supply all the coal needed by 
the NeE. G&C Co. for 25 years, and to supply no one else in New 
Tngland, at a price of $1.60 per ton the first year, 1.70 the 
second year, 1.80 the third year, and 1.90 thereafter. As the 
coal was selling at 2.80 to 3.00 elsewhere the contract was a 
valuable assete The Coal company claimed that the reorganiza- 
tion broke the contract, and a new one for 5 years was made at 
a price of $1.95 per ton. 
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The $10.00 per share assessment was called, payable 


October 10th, and the securities of the Massachusetts Gas Coms 
panies were issued by the Old Colony Trust Company on payment 
of the assessment. The securities were admitted to quotation 
on the unlisted sheet of the Boston exchange on October 4the 

It was later announced that there would be no foreclosure 
of the property, a private sale being effected. It was decided 
tio keep the old company in existence as an operating company, 
its entire capital stock to be held in the treasury of the Mass— 
achusetts Gas Companies. The holding company also acquired an 
$8,000,000 mortgage on the property of the Gas and Coke companye 

Receiver Burnett turned over to the new company a cash 
balance of $418,995 realized from the operations of the Everett 
works for six months, and from dividends and interest on its 
treasury assets, and was soon afterward dischargede 

Let us now turn our attention to the affairs of the so- 
called "Bay State" companies, which we saw in 1897 were under 
the management of Ae N. Brady, the managing director of the 
New England Gas and Coke Company, and four "dummy" directorSe 


During the year ending June 30, 1899 these companies earned net?:- 


Bay State of Masse $243,861. 
Boston Gas Light 289,5756 
Roxbury Gas Light 45 92296 


South Boston Gas Light 2 9 
$599, 4556 


From these earnings, dividends were paid to the Bay State of New 


Jersey as follows:-— 


Bay State of Mass. $225,000 
Boston Gas Light 287 ,500 
Roxbury Gas Light 36,000 


South Boston Gas Light 24 
$574, 900 


From this amount the New Jersey company was obliged to pay in- 
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terest and dividends on the Boston United Gas Bonds outstand= 
ing as follows:- 


Interest on $8,500,000 1st series# $425,000 
Sinking Fund 90,000 


Interest on $3,000,000 2nd series 
$665, 000 


* The original $9,000,000 was being 

reduced by operation of the Sink- 

ing fund of $90,000 per year. 
This left a deficit of about $90,000 to be supplied by the New 
Jersey companye President Addicks said, on June 17th, 1899, 
"Up to recently, when the control of the companies was forcibly 
taken from their rightful owners, the companies were earning 
all chargese During the past year the earnings have been divert-— 
ed until there is a deficit, and the interest due on the United 
Gas Bonds on July lst is to be defaulted." 

In spite of this statement, the Bay State Gas Company 
of Delaware, by the sale of treasury assets, made up the deficit 
and the interest was paid on July lste In 1900 and 1901 similiar 
deficits between the dividends declared by the companies and 
the requirements of the bonds were reported. The Delaware com-— 
pany continued to supply the funds necessary to make up the 
deficiency,until January 1, 1902, when interest on the bonds 
was defaulted. Further default was expected on July lst. 
On May 3rd, Lawson, Arnold & Company of Boston advertised that 
they had consented to form reorganization plans on behalf of 
the minority stockholders, and requested stockholders to deposit 
their holdings with the American Loan and Trust Coe of Boston 
or with the Standard Trust Company of New York in exchange for 
negotiable receiptse Shares owned directly or indirectly by the 


Bay State interests were excludede 
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In notices dated June 20th, a bond—holders! committee 
composed of Brown Brothers & Coe and Vermilye & Co. for the 
5% Sinking Fund Bonds (1st series), and He Be Day and Wilmot 
Re Evans and Richard M. Saltonstall for the 5% Trust Bonds 
(2nd series) called for deposits of the bonds with the Mer= 
cantile Trust Company of New York or the Old Colony Trust Co. 
of Boston on or before July 8th, for the purpose of effecting 
a reorganization of the company's affairse He Content & Co. 
of New York were already representing large holdings of the 
stock to prevent their interests from being jeopardized by the 
default, and advertised for the deposit of additional stock 
with the Knickerbocker Trust Companye 

As was expected, a further default was made in the int- 
erest payments on the United Gas Bonds in July 1902, and to make 
matters worse, the directors of the Bay State Gas Company of 
Massachusetts, the Boston, South Boston and Roxbury companies 
cut down the dividends of those companies to $279,800. 

Receiver Pepper of the Bay State companies afterward 
claimed that this was a conspiracy, and that a scheme to sell 
the stocks securing the Boston United Gas Bonds had already 
maturede He alleged that the companies were able to pay div- 
idends, and that the condition shown by the statements were 


either due to mismanagement or to wrong methods of bookkeeping. 


(2) Earni ivide 
Boston Gas Light e167, 030 EAGLE 
Bay State — 261,248 100,000 


Roxbury Gas Light 36,399 21,000 
South Boston 9,200 8, 800 
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He declared that even if the statements were correct 
"that the directorswere bound to declare adequate dividends, 
Lk) and refrained from doing so illegally, fraudulently, and for 
the corrupt purpose of creating an artificial and fictitious 
default in the Boston United Gas.Bonds." In this connection 
it is interesting to note that about this time the old direct- 
ors of the local companies resigned, and the following tempor- 
ary directors were elected by the Mercantile Trust Company (as 
provided in the Trust Agreement in case of default) strongly 
representing Kidder, Peabody & Co. and the local interests 
who were active in the reorganization of the New England Gas 


and Coke Company:= 


J. L. Richards, Neal Rantoul 
He Be Chapin Se Reed Anthony 
Re Elmer Townsend We Se Spaulding 


Charles Ge Smith 
On July 7, 1902, Judge Kirkpatrick of the United States 
Cireuit Court of Trenton granted an application for a receiver 
for the Bay State Gas Company of New Jersey made by Frank Le 
2) Day & Co. of New York, holders of $160,000 of Boston United 


Gas Bondse The petition set forth that the company had defaulted 
in the payment of both interest and sinking funds on the bonds, 
and had allowed the controlled companies to create a floating 
debt contrary to the agreement with the Mercantile Trust Coe 

It further claimed that the four operating companies had not been 


able to earn sufficient dividends to pay interest on the bonds. 


(1) From Pepper's Bill of Complaint against the Boston Gas Light 
Company, eteal. 1908-6 

(2) The Bay State interests claimed that this suit was instigated 
by Kidder, Peabody & Co. who agreed to bear all expenses in con= 
nection with it. 
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The officers of the New Jersey Company (H. He. Rogers 
and associates), without consulting the management of the Del- 
aware company appeared and filed answer admitting all the al- 
legations in the Bill of Complaint. At the suggestion of the 
plaintiff and defendants, the court appointed Geoe D Hallock, 
of Baring, Magoun & Co. as receivere 

The committees representing both series of bonds extend- 
ed the time limit for deposit to July 19th, and about 95% of 
the lst series and 85% of the 2nd series were deposited under 
this calle The Boston News Bureau on August 16th, said, "The 
delay in issuing Massachusetts Gas securities is due to the fact 
that it°-is desired to effect a complete reorganization of the 
Boston gas properties, and the "Coke" plan will not officially 
be declared operative, nor the securities issued until Kidder, 
Peabody know where they stand in connection with the Bay State 
properties. It is the generally accepted theory that the first 
series bonds will be paid at par in cash, and that the second 
series will receive 10 shares of Massachusetts Gas preferred 
stock for each bonde The next step is the foreclosure of the 
properties, aha there is fear of opposition from Addicks, who 
has announced his intention of forming a strong reorganization 
committee to care for the interests of the Bay State of Del-— 
awaree" 

"With the Bay State of New Jersey in the hands of a 
receiver, and a default in the United Gas Bonds, any equity that 


the Delaware company might have had in the Boston gas field is 
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wiped oute This leaves a clear field for Kidder, Peabody to 

reorganize the Boston gas companies through the United Gas Bonds." 
On January 3, 1903, the Mercantile Trust advertised 

that it had been requested by more than one-quarter in amount 

of the United Gas Bonds to sell the securities behind these bonds, 

and that it was prepared to sell in a single block:- 


4383 hg hah of South Boston Gas Light stock, par¢ 438,300 


5993 " Roxbury Gas Light stock " 599,300 
4993 9 t Boston Gas Light stock 1 2, 497, 000 
19993 * " Bay State of Massachusetts ft 1,.399'300 


¢ 5,533, 900 

These were to be offered for sale at public auction on 
February 10, 1908, a deposit of a certified check for $100,00uU 
being required from all bidders as an evidence of good faith, 
and a payment of $150,000 more was to be made at once if the 
bid was acceptede The same day notices were issued for a stock- 
holders meeting of the Massachusetts Gas Companies for January 
8th, to vote on the question of increasing the capital stock 
from $30,000,000 to $50,000,000, "for the purpose of acquiring 
stocks of other gas companiese" At this meeting it was voted 
to issue $10,000,000 additional preferred and $10,000,000 
common stock, to be used to acquire the shares pledged to 
secure the Boston United Gas Bondse 

Kidder, Peabody &« Co. had been working on a plan of 
reorganization in conjunction with the bondholders! committees, 
which both committees urged the owners of the ponds to accept. 
This plan called for the exchange of the bonds for Massachusetts 


Gas stock on the following basis:- 
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Each $1,000 of:- Will be exchanged for 


as Mass, Gas Pfd Ma as 
*First series bonds $250. $1,000. = 
Second " " — 670 $670. 


* or $1,000 cash and accrued interest. 

Kidder, Peabody & Co. stated in connection with the a- 
bove plan that the earnings of the four operating companies 
should be more than sufficient to pay the 4% dividend on the 
new $10,000,000 of preferred stock issuede 

The foreclosure sale was blocked by a temporary injune- 
tion granted by Judge Larcomb of the Ue Se Circuit Court of New 
York on application of Jacob Edwards, who aileged that an artif- 
icial default on the bonds had occured by failure of the direct— 
ors of the companies to declare dividends earned in order to 
enable the Massachusetts Gas Companies to acquire the secur= 
ities. This injunction was dissolved on February 12th on con- 
dition that the plaintiff be protected against loss by the filing 
of a bond off $50,000. 

The sale took place on February 12th at the Real Estate 
Exchange, New York City, the auctioneers being Re Ve Harnett Coe 
of New York. The securities were bid in by Robert Winsor of 
Kidder, Peabody & Co. for $11,000,000, the only other bidder 
depositing the required check for $100,000 being Charles Venner 
of New York, who did not bide 


The Delaware company published notices in the papers of 


(1) Boston Herald 8/12/03 says that Venner bid $10,500,000, wut 
the writer has been unable to confirm thise 
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(1) 


of Boston and New York, declaring the sale to be illegal and 
void, and stating that the purchasers could not be held to be 
innocent holderse Ce Guthrie Patterson made a protest on be= 
half of the holders of 15,000 shares of Bay State of Delaware 
stock, and Je Ee Doherty and Te J. Eagan were granted a petition 
in equity for a master to hear a protest against the salee 

The following week, the Mercantile Trust Company began 
to redeem the receipts for deposited bonds for cash and Massa— 
chusetts Gas stocke Non-assenting holders were offered $1055.70 
in cash for each $1,000 first series bond, and $775.71 for each 
second series bond, but very few demanded settlement on this 
basise 

The Massachusetts Gas Companies had thus acquired prop- 
erty at a total cost of $13,158,400 (cost price plus $2,158,400 
debt of the companies acquired) which they had capitalized at 
$20,000,000. ‘The assessed valuation of the plants acquired, 


exclusive of franchise, was in 1902:- 


Bay State of Massachusetts $1,061,100 
Boston Gas Light § , 442, 300 
Roxbury Gas Light 863, 800 
South Boston Gas Light 484 
7,851, 800 


Early in March the stock of the Massachusetts Gas Com 
panies was placed on the regular list of the Boston Stock 
Exchange, and was quoted at 86 and 45 respectively. The Trustees 
submitted the following Balance Sheet in their request for the 


listing:-— 


(1) This suit was afterward disallowed on the ground that a stock— 
holder could not bring such action except through’ the directors 
of the companye 
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Property Account $47,388,768 Common Stock $25 ,000,000.00 
Notes Receivable 1,065, 000 Preferred Stock 25,000,000.00 
Cash 1,802,100 Surplus 255.-868.00 

$50,255, 868 $50, 255, 868,00 


For the nine months ending June 30, 1903 the company 
showed @ gross income of $755,117 and expenses of $10,721, 
leaving a net income of $744,396, out of which a 2% dividend 
was declared on the preferred stock. This left a surplus of 
$244, 396, besides undivided earnings of constituent companies 
of $734,764. 

The foreclosure sale was followed by several suits by 
Bay State stockholders against Addicks and Allee for an account— 
ing of the assets alleged to have been misappropriated by them. 
On May 26th, Judge Dallas of the Ue. Se Circuit Court of Penn- 
sylvania appointed George Wharton Pepper of Philadelphia as 
receiver of the companye Receiver Pepper immediately brought 
suit in the Massachusetts Supreme Court to set aside the fore- 
closure sale, and to have a receiver appointed for the four 
operating companiese In his Bill of Complaint he charged that 
the directors of the these companies had refused to declare the 
dividende which the earnings warranted for "the corrupt purpose 
of creating an artificial default in the Boston United Bonds, 
and causing the Delaware company to lose valuable ownership as 
a stockholder." 

He claimed that the Mercantile Trust Company, in spite 
of its duty to manage the New Jersey Company for the benefit 
of the stockholders, had acted in collusion with Kidder, Peabody 
& Coe. in electing directors nominated by them, and that the 


$100,000 certified check was required to prevent any bidders 
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except Kidder, Peabody & Co. from buying the stocks. 

An attachment for $15,000,000 was placed on the property 
of the operating companies, which threatened to tie up their 
assetse An agreement was reached whereby (1) the operating 
companies were not to pay any dividends to the Massachusetts 
Gas Companies, and (2) that no attempt was to be made to consol- 
idate the various companies pending the settlement of the suite 

Judge Barker of the Supreme Judicial Court in Boston 
dismissed the petition of Recciver Pepper, finding not sufficient 
evidence of collusion between Kidder, Peabody & Coe and the Mer— 
cantile Trust Company to set aside the salee The four companies 
immediately declared dividerids on their stock as follows:- 


Boston Gas Light Co. 5% $124,850. 


Roxbury Gas Light Co. 5% 29,965. 
Bay State of Mass. 5% 99,9656. 
South Boston Gas Light 3% 13,149. 


While the companies were restrained from paying dividends, 
an effort was made to put them on a better bisiness basise For 
instance, the surplus of the Boston company was reported to the 
Gas Commissioners as over $4,000,000, but the company was carry- 
ing on its books thousands of dollars of bad debts as good assetsSe 
No charges for depreciation had been made and the property was 
in bad shape. Large sums were expended for improvements, and 
many of the assets charged off, including over $200,000 of bad 
debtse 

A fimal agreement with the Bay State of Delaware was 
reached in August 1904, and Judge Dallas authorized Receiver 
Pepper to sign an agreement "confirming the sale at auction on 
February 12, 1903, and releasing the Massachusetts Gas Companies 
and the Mercantile Trust Company from any claim growing out of 


said sale." 


The Massachusetts Gas Companies agreed to buy all shares 
in any of the Boston gas companies owned by the Delaware Com— 
pany other than those sold by the Trust Company at the follow- 


ing prices:- 


Boston Gas Light $1500. per share 
Dorchester Gas Light 250. " or 
Bay State of Mass. A200. * 
South Boston Gas Lte 150. * # 
Roxbury Gas Light 250 o>: 8 al 


Kidder, Peabody & Co. agreed to release their claim against 
the Delaware Company for the balance due on the second series 
bonds after applying toward the payment thereof the proceeds 
of the sale. 

This agreement left the Massachusetts Gas Companies in 
full control of all the Boston gas companies except the Charles= 
town and EastBoston companieSe The company's income account 
for the first full year of its existence showed a surplus of 
$252,060, after paying 4% dividends on the preferred stock, 
and undivided earnings of subsidiary companies amounting to 


$84,618. The Property Account showed the following securities:- 


Total Issue Amte Owned (par) 

Ne E. Gas and Coke stock $17,500,000 $17,500,000 
i : [ " mortgage 8,000,000 8,000,000 
Brookline stock 2,000,000 1,998,600 
a Certificates 1,615,000 1,615,000 

. bonds 1,000,000 471,000 
Dorchester stock 519,600 517,600 
Jamaica Plain stock 250,000 245, 300 
Masse Pipe Line stock 1,000,000 1,000,000 
tt " # notes --- 1,025,000 
South Boston stock 440,000 438,300 
Roxbury stock 600,000 599, 300 
Boston stock 2,500,000 2,497,000 
Bay State of Mass. stock 2,000,000 by939,is00 


During 1905 the company carried into effect the consol- 


idation of the several gas companies which had long been consid- 
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ered. Seven years before, during the construction of the Gas 
and Coke plant, the Legislature had ordered the Board of Gas 
and Electric Light Commissioners to investigate and report a 
plan for the consolodation of all the companies engaged in sup— 
plying gas to Boston. The Board, after a series of hearings, 
reported. that the companies were in a large measure interdepen=- 
dent, and that the complex relations between them gave abundant 
opportunity for confusing and coneealing true facts from the 
public, and that this condition would be impossible if they 
were combined into a single, responsible corporation, amenable 
to the general laws of the Commonwealth. 

The majority of the Board drew up a bill permitting the 
proposed consolidation, which provided that the capital stock, 
bonds, and notes to be issued by the new company should "be 
determined by the ae sue on of agreemente" Coumissioner Schaff 
refused to sign the report outlining this arrangement owing to 
the absence of any basis or principle of capitalization. He 
drew up a minority, forbidding the issuing of securities to a 
greater amount than the authorized capital stock of the com 
panies consolidating, and providing for the cancellation of 
all debts and liabilities between the companies. 

The matter was then allowed to rest until February 1902, 
when Robert Me Burnett, afterward receiver of the Gas and Coke 
company, introduced a bill into the legislature authorizing 
the consolidation of the gas companies in Boston and vicinity. 
Mre Burnett said that no special significance attached to this 
bill other than he thought tmt it might be advantageous to have 
it before the legislature in case the companies were able to 


come to some agreemente 
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Then followed the Gas and Coke receivership, and the 
matter again restede In 1903 the Massachusetts Gas interests 
secured the passage of a bill authorizing the formation of the 
Boston Consolidated Gas Companye The bill permitted “the Bos— 
ton Gas Light Company, the Brookline Gas Light Company, the 
Bay State Gas Company, the Roxbury Gas Light Company, the 
South Boston Gas Light Company, the Dorchester Gas Light Com 
pany, the Jamaica Plain Gas Light Company and the Massachusetts 
Pipe Line Gas Company to unite and to consolidate into one 
company in the manner and upon the following termse The incor- 
porators were to unite for the purpose of making, selling and 
distributing gas for heating, cooking or mechanical purposese 
They were authorized by a vote of two-thirds of their stock 
to transfer their property to :the Boston Consolidated Gas Com- 
pany. This company was authorized, in order to pay for the 
properties, to issue capital stock to the par value of an 
amount equal to a fair valuation of the plants and properties 
of the several companies, as determined by the Gas Commission. 
Such value was to be determined withou enhancement on account 
of value of the franchise or earning capacity, or of exclusive 
prices derived: from rights in publie street, or of good=-wille 
From this amount was to be deducted any debts of the companies 
which was to be assumed by the new companye 

The incorporators organized, and applied to the Commis-— 
sion for an approval of an issue of stock to purchase the pro- 
perties, but were then held up by the suit of Receiver Pepper, 
In 1905 an appraisal of the properties of the eight companies 
which it was proposed to consolidate was made by Ce Je Re Hum- 
phreys, whose report placed the value of the plants, exclusive 


of real estate and franchises as follows:=- 
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Buildings $3,239,008 


Machinery 5,072,757 
Mains, etc < 
Total 20,276,598 


The real estate was val- 
ued by Je M. Howe at 2,250,000 
$ 22,526,598 
The plant accounts as carried on the books of the compan- 
ies aggregated $19,962,462. The cost of the properties to the 
Massachusetts Gas Companies was given by President Richards as:-— 
Purchase price of stocks of the four "Bay State" companies $11,000,000 
Debts of above companies assumed 2,158, 410 
Stocks and securities of the Dorchester, Jamaica Plain, 
Brookline and Pipe Line companies acquired in the re=- 
organization of the NE. Gas and Coke Co., apportioned 
on a cash basis 21,199,2 
Total, not including commissions and expenses got, 357,610 
The Massachusetts Gas interests wished to capitalize 
the proposed company at $20,000,000 to take over the $15,124,600 
of stocks, bonds, and certificates of indebtedness then outstand— 
inge The Legislature would not allow this, and amended the con- 
solidation bill limiting the amount of capital stock to the par 
value of the existing stocks and face value of the bonds and 
certificatese 
On June 13 the act, as amended, was accepted by the in- 
corporatom and the issue of 151,246 shares of the stock of the 


Boston Consolidated Gas Company was approvede The properties 


were purchased at the following prices:-— 


Masa. Pipe Line Gas Co. $2,460,000.00 
Brookline Gas Light Co. 6,130, 7038.25 
Dorchester Gas Light Co. 1',669,000.00 
Jamaica Plain Gas Light Co, 562,500.00 
Boston Gas Light Co. 8,148,170.42 
Roxbury Gas Light Coe 1,555, 000.00 
South Boston Gas Light Co. 660, 000.00 
Bay State of Mass. 2,830,248.47 


TOTAL $24,015, 622014 
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In payment for the properties the Consolidated stock was issued 
at $158.80 per share, the Massachusetts Gas Companies taking 
151,106 shares out of 151,246 issued. 

The old companies were then liquidated at the following 
prices per share: 


Massachusetts Pipe Line Gas Co. $125.00 


Brookline Gas Light Coe 150.00 

Dorchester Gas Light Co. 250.00 

Jamaica Plain Gas Light Coe 225 200 | 
Boston Gas Light Co. 1500.00 (par $500) 
Roxbury Gas Light Coe 250-00 

Bay State Gas Co. of Mass. 125.00 

South Boston Gas Light Coe 150.00 


The net earnings of the eight companies, including the 
earnings of the consolidated comPany for fifteen days, for the 
year ended June 30,1905 aggregated $1,292,993 with gas selling 
at $1.00; of the Boston Consolidated Gas Company for the year 
ended June 80, 1906, $1,278,055 with gas at 90¢. 

In May 1906, the company was freed from interference 
by the Gas Commission regarding the price it could charge for 
gas, by the passage of the "Sliding Scale" act, copied from a 
Similiar plan in operation in London. It provided that for 
ten years from July 1, 1906 the price of gas furnished by the 
company was to be 90¢, and the legal rate of dividends was to 
be 7% per year, with the privilege of paying one-fifth of one 
per cent more for every one cent reduction in the price. The 
bill allowed the accumulation of a reserve up to 5% of the. par 
value of the capital stock, beyond which the earnings of the 
company were to go to the city. The act was accepted by the ¢ 
company on June lst, 1906- On July 1st the price was reduced 


to 85¢, and the company put on an 8% dividend basise 


eh hes. ; 
Pay ame, © y 
eg. ae Rilae | 


, , re 
4) J 
1 


i 

af? 
bawo fia tore 
ci | 


rts 


a 


In the latter part of 1904, the Massachusetts Gas Com- 
panies acquired by purchase 2942 shares, par value $294,200, 
of the capital stock of the Chelsea Gas Light Company, out of 
a total issue of $300,000. This company was organized in 1852, 
and was supplying both gas and electricity to the city of Chel- 
seae It had in 1904 about 25 miles of mains, and about 2500 
consumerse The company's Income Account for the year ended June 
30, 1904 showed a net profit of $30,881.69, after paying $18,000 
to its stockholders as dividendse The plant of the company was 
carried on the books at $591,303.37. The price paid for the 
stock was about $120». per share. 

About the same time the Massachusetts Gas Companies also 
purchased 8460 shares of the stock of the East Boston Gas Light 
Company, out of a total issue of 8800 shares, of a par value 
of $25.00 each. The average price paid was slightly over $30. 

per sharee The company was formed in 1853, and supplied gas 
to Wards 1 and 2 of the city of Boston. The company owned 28 
miles of mains, from which it supplied about 3800 meters. Its 
plant was valued at $322,713.51, and the Income Account for the 
year ended June 30, 1904 showed net earnings, after dividends, 
of $11,553.56. The Chelsea plant was immediately closed and 
supplied with gas from the Everett works, but owing to diffi- 
culties in making the proper connections the East Boston plant 
continued to rune During the first full year under the new 
management these companies each paid 10% dividends, or a total 
of $52,000 into the treasury of the Massachusetts Gas Companies, 


besides carrying into surplus $30,000 more. 


Cs ; ‘ 
weer. fag 


=H, Boy Adee ue: win ae “hid H08L Ae! Haha: ietset oa 7 
ok ae HBS tn egy > ae M ele Ab, ‘eariong: w bewdeha oon 
eb tse reas ret PME ard) Oe Leet at +h ube Set Lae e ei a 
A i OS decegeo eal ree $e) hae +808,,0088 *e esiaet favot a 
eae Mon) FO. Vt SOY phe. et Lobm : ate feria ang Povey Bley iqgsie ane tal 


ONER trods tila tee Tor Go Bah Ges edits Pd ae Hal a +008 
Shut, Dobas Laser on Met Jt herousAe emgaal 3) qatar ont na ' “a 
N0¢ 1 Mie op Heri a ioe ee ng ¥ ike) ed feeb ei | scr hea 
SEs Moe ios cenit toss te $4.00 ent rvai ca ae ee aaaee at ot 
‘ahs pee De EB: tat Sid este OR Rg eacak ee, do hetsras ‘ 
come stetgy Pr “a “say eae <n 
Ae-iis FESERS MOS c.f ads sen sse soll sae td ae 
PME! OGY stOde.02 Gach Kbit te Loote tie 39 ‘beken obs panies. * 
eHiiay Hig 8, to -,eosAde OO8E Pug epee alte dates ms ; 


neg 
S10) > Wve Sha) eiieatte Oust edkaa elo ‘ pa hans 


Sew! beblicasun are hos : foes Lema, een te 1b 8 


Rasa bengo ‘en agmoe ist rose Zo Bo oo ae se 
A a ve 


icp 


rh 


sapaxehives asthe weanitiae set Shp by by sd 

bets beso # eCate karat enw deity | 
“Ee ve Qt aadito: and, a anew a Set 
eaksg noses. seo: ib saat a 


bareale te ees 


ed P 


In 1906 the entire capital stock of the Citizens Gas 
Light Company of Quincy, consisting of 3300shares of $100. each, 
was acquired at about par. This company was formed in 1860, 
but its territory was not fully developed at the time of the 
purchase. It had about 15 miles of mains, and only 600 cus=— 
tomers to whom it was selling 11,000,000 feet of gas per year. 
The book value of the plant was $100,068.96. The company was 
not paying dividends, and the books for the year ended June 
30, 1906 showed a net loss of $3.501.84. 

The year following these acquisitions the Massachusetts 
Gas Companies was enabled to pay its first dividend on common 
stock, paying at the rate of 2% per annume 

Up to this time the companies had been engaged solely 
in the manufacturing and distributing of illuminating gas, but 
in 1907 an important step was taken into commercial lines. 
The controlled companies were at. this time using about 700,000 
tons of coal per year, and were having considerable trouble in 
contracting for such a large amounte The trustees entered in- 
to negotiations for the acquisition of some coal lands in West 
Virginia. Harly iy, 1907 the New England Coal and Coke Company 
was formed with a capital stock of $125,000, for which the 
Massachusetts Gas Companies paid par in cash. . The new company 
contracted for the construction of three coal colliers each 
carrying 7200 tons and costing $500,000. The necessary money 
was secured temporarily on notes of the New England Coal and 
Coke Coe, guaranteed by the Massachusetts Gas Companies. 

In May the trustees purchased. 3555 shares of the stock 
of the Federal Coal and Coke Company of Fairmont, We Vae, out 


of a total issue of 5000 shares, the par value being $100 each 
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This mine contained, according to the report of experts, about 
70,000,000 tons of good gas coal. The company had outstanding 
#500,000 of first mortgage and $251,000 of second mortgage bonds 
besides its stock. f these the trustees took over the entire 
first mortgage and $73,000 of the second mortgage bonds, the 
total purchase price being $1,250,000 cashe The coal was trans— 
ported from the South to Everett in the steamers of the New Eng 
land Coal and Coke Company, and was sold to the New England 

Gas and Coke Company, which manufactured gas and sold it to the 
Boston Consolidated Gas Company, giving the Massachusetts Gas 
Companies control (except for a short freight haul from the 
mines to tidewater) from the time the coal was mined until the 
gas was sold. Later the New England Coal and Coke Company be- 
came the agent for several large bituminous coal companies, 
carrying the coal to Everett by boat, and then shipping by rail 
to manufacturers and dealers all over New England. 

The money for the acquisition of these various proper-— 
ties, and for improvements and extensions by the operating com-— 
panies had been raised by borrowing by the Massachusetts Gas 
Companies or by the subsidiary companies, and consequently a 
large floating debt had been accumulated. This debt was funded 
in January 1909 by the issue of $6,000,000 of 4k, 20 year Gold 
Bondse The indenture with the Old Colony Trust Company cover- 
ing this issue provides for a sinking fund of $120,000 per 
annum for the first five years, and $180,000 per annum thereaf-— 
ter. President Weld, in a published letter dated January 7th, 
said, "The proceeds of the $6,000,000 bond issue will enable 
the Massachusetts Gas Companies and the operating companies to 


pay all their floating indebtedness, except that of the opera» 
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ting companies owned by the Massachusetts Gas Company. Since 

July 1, 1905 the only securities issued by the operating com 
panies have been $55,000 issued by the East Boston and acquired 

at $120. per share by the holding company. During that time 

tir se companies have spent for additional property and con- 
struction $6,459,424, the Boston Consolidated Gas Company has 
received for sale of real estate $1,527,677, and the New Eng 
land Gas and Coke Co. $100,000, making a net outlay of $4,831,747. 
Dedueting the $66,000 received for the additional East Boston 
stock issued, this leaves net expenditures of $4,765,747. 

The Bonds were offered for subscription of January 7, 
1909 by Kidder, Peabody & Co., Re Le Day & Co., and Estabrook 
& Co. at 962 and interest, and were oversubscribed. There were 
‘over 1500 separate subscriptions, the larger ones being scaled 
down to insure placing the bonds with permanent investors at 
the outset. 

In May 1909 the electrical business of the Boston Con— 
solidated Gas Company and the Chelsea Gas Light Company was sold 
to the Edison Electric Illuminating Company for $1,650,000. 

On July lst of the same year the Massachusetts Gas Companies 
purchased the entire 5600 shares of the capital stock of the 
Newton and Watertown Gas Light Company, which company at the 
same time purchased the gas department of the Waltham Gas Light 
Companye This company supplied gas to Newton, Watertown, Wal- 
tham, Wellesley and Weston, and had plants valued at $1,106,682. 
The price paid for the stock was about $150 per share. 


The shipping end of the business was also being extend- 
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ede In 1910 the New England Coal and Coke Company purchased 
the fleet of the Baltimore and Boston Barge Company, consist 
ing of six barges and three tugs, for $400,000. In September 
of the same year the trustees completed negotiations for the 
purchase of the property of the Boston Tow Boat Company, con- 
sisting of 16 tugs, 14 lighters, and docks and yards at Hast 
Boston. The Balance Sheet of the company on July 1, 1910, 


as reported to the stockholders, was as follows:- 


ASSETS ABI ES 
Plant $ 708,721 Capital Stock $1,250,000. 
Loans on Demand 485,000. Accounts Payable 2,467.6 
Cash 17,5196 Other Liabilities 3,407. 
Accounts Rece 69,058. Surplus 25,000. 
Other Assets 29,176. Profits from 4/1/10 28,6006 
$1,309,474. $1,309,474. 


The Gas Companies took over the assets and liabilities, and paid 
$1,000,000 in cash for the stock, yielding the owners about $80 
per share on liquidation. The old company was dissolved, and 
new Boston Tow Boat Company was formed under Massachusetts laws 
with a capital stock of $400,000 to take over the propertye 

The New England Coal and Coke Company, itself a sub- 
sidiary of the Massachusetts Gas Companies, acquired in April 
aS 60% stock interest in the J.BeB. Coal Company, a corpor 
ation formed to combine all the mines formerly owned by the Jew- 
ett, Bigelow and Brooks Company in the Pocahontas district of 
West Virginiae The new company authorized a stock issue of 
$500,000, of which 40% was purchased by the former owners of the 
propertye The output of the mines at the time of the purchase 
was about 600,000 tons per year of avery good grade of Pocahon- 


tas coal, which yield was greatly increased after the transfer. 
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The purchase of these new companies, and the extensions 
and improvements made by the gas companies, made it expedient 
for the Company to again resort to a bond issue to fund the ex- 
isting floating debt. Accordingly, an issue of $4,000,000 1, 

20 year Gold Bonds were authorized in December 1911, which were 
underwritten by the same syndicate as handled the first issue, 

and were offered to the public at 98 and interest. The issue 

was greatly overscribed, which, considering the low yield, shows 

a return of public confidence in Boston gas securities. The total 
capitalization of the Massachusetts Gas Companies was thus brought 
up to the amount of $60,000,000, consisting of $25,000,000 each 

of preferred and common stock, and $10,000,000 of 44% bonds. 

Further extensions were made by the New England Coal and 
Coke Company in 1918, this company purchasing the sea-going fleet 
of the Commercial Tow Boat Company, consisting of two tugs and 
nine barges, and also adding to its equipment two new 3000 ton 
colliers. This company has taken advantage of the prevailing high 
freight: rates by engaging some of its ships under very profitable 
charters in carrying supplies to the warring nations of Europe. 

In July 1915 the Massachusetts Gas Companies, in con= 
junction with interests connected with the Merrimac Chemical Com— 
pany, organized the New England Manufacturing Company, with an 
authorized capital stock of $250,000, "for the purpose of hand- 
ling and distilling benzol and kindred products." Of the auth- 
orized stock, $200,000 was issued, 50% of which was taken by the 
Massachusetts Gas CompanieseThe subsidiary company leased a piece 
of land in Woburn, and erected a mill for the manufacture of picric 
acid for the Allied governments. This plant which has recently 
been put into operation is expected to produce 200 tons of the 


exzlosive per month, at an estimated profit of 75 ¢ per pounde 
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Having traced the course of the Massachusetts Gas Com=— 
panies from the time of the organization down to the present 
date, we have seen the increasing importance of the industrial 
branch of the business as compared with the public service 
branche. The industrial lines in which the association has en-— 
gaged has far surpassed in importance the original business 
for which the organization was formed, namely, to manufacture 
and sell illuminating gase Indeed, the New England Coal and Coke 
Company, now the most important subsidiary, is said to bring 
im onehalf of the waterborne coal tonnage entering Boston Harbor 
in the course of a yeare With the increasing high cost of mat— 
erials usec in manufacturing, and the general public demand for 
cheaper gas, it is evident that it is to these "industrial com- 
panies" that the Massachusetis Gas Companies must Look for in-= 
creased earnings, out of which to maintain the recently estab— 


lished dividend rate of 5% on their common stock. 
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GAS SECURITI“S AS AN INVESTMENT. 


Gas securities, after those of water companies, are most 
Favorably regarded as public service investments. As water se- 
curities are nard to get, and pay a small rate of interest, gas 
securities are, perhaps, the best of public utilities, and are 
usually ranked ahead of railroads and industrial securities. 

The reasons for this may be considered under the following head- 
ings:-—~ 

le Danger of differences with manicipalities. 

&e Fluctuations of labor. 

3-e Fluctuations of material. 

4. Predictability of depreciation. 

Se Influence of change of management. 

6. Influence of change of rate. 

7e Fluctuations in gross earnings due to business depressionse 

8. Unknown elementse 

Most of the States have provided for the regulation of 
gas companies by state commissions, thus relieving the companies 
of the unstable influence of local governmentse The Public Ser- 
vice Commission's decisions, if manifestly unfair, can be appealed 
to the courts, which will always allow a fair return on capital 
anvested. The operating expense of gas companies, unlike that 
of street railways or manufacturing companies, contains a rela- 
tively small proportion of labor cost. The industry does not 
require large forces of trained men, and very little trouble is 
Paticnesa from strikes or labor unrest. A rise in the price 
of the principal raw materials is usually followed by a rise in 


the price of the by-products, coke and tare The machinery used 
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is crude in character, and a considerable part of the equipment 
is underground, which makes the item of depreciation one of 
small moment. The industry has been so long established, and 
the process of manufacture has been subject to so few radical 
changes, that the rate of depreciation can be readily determinede 
The effect of a change in the management of a gas company has 

no such influence on the earning powers as is often found in 

the case of industrials. The public must have gas, the price 
policy does not rest solely with the management, and a change 
has rarely any effect on the outpute A change in the price 
seldom makes a great difference in net earnings, a reduction 

in price attracting new customers and consequently increasing 
consumptione The declining security prices during a business 
depression affect gas stocks comparatively little, as the 

use of the product is largely domestic. Lastly. there is much 
less danger of competition and the effects of unforseen elements 
in the gas business than in industrialse Once an effective 
plant is built, there is small danger of interference from 
sources beyond the control of the management. 

Although gas companies in general are in a favorable 
position from the view point of the investor, there are certain 
figures which should be noted in each-case.e The ratio of con-— 
sumers to population, the length of mains, and the number of 
ranges suppliedshow to what degree the territory has been ex= 
ploited. The ratio of gross earnings to bonded debt and fixed 
charges is important. Ordinarily, if the earnings exceed one= 
fifth of the amount of bonded indebtedness, the issue is con- 
Sidered fairly safe. The operating ratio - or percentage of 


expenses to gross profit -— should not be much above 60 in a 
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company doing a good businesse 

The best three ways to judge the securities, according 
to the opinion of a prominent financial man, are to note: 

1. That the earnings exceed one-fifth of the bonded 
debte 

Ze That the operating ratio is under 55 or 60. 


8. That the bonded debt is under $15 per capita. 
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STATISTICS. 


FUNDAMENTAL. 
1. Population of territory supplied. 
2 Capitalization: 
Preferred Stock 
Common Stock 
Bonds 
8e Gross Earnings. 
4. Net Harnings. 
Se Miles of Mains. 
6. Annual Consumption. 
7e Number of consumers. 
VED 
@e Operating ratio. 
be Bonded debt per capita 
Ce Interest charges per capita. 
de Ratio of consumers to populatione 
@e Debt and preferred stock per capita. 
f. Interest and contingent charges per capitae 
&e Total capitalization per capita. 
he Ratio gross earnings to bonded debte 
ie Ratio gross earnings to total capitalization. 
je- Gross earnings per capitae 
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Annual sales per capita. 
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